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THE     MODERN     STANDARD     OF     BUSINESS 

HONOR 

Address  of  the  President 
Jeremiah  W.  Jenks 

In  discussing  the  question  of  the  standard  of  honor 
found  to-day  among  business  men  in  their  deaHngs  with 
one  another  and  with  the  pubhc,  I  wish  to  make  it  clear 
at  the  outset  that  my  purpose,  primarily,  is  not  to  defend 
nor  to  condemn  either  men  or  practices,  but,  as  best  I  can, 
to  understand.  Furthermore,  it  is  not  necessary  for  my 
purpose  to  raise  the  question  of  the  philosophic  basis  of 
morals.  Interesting  as  that  question  always  is,  its  dis- 
cussion is  profitless  from  the  viewpoint  of  practical  civic 
improvement. 

In  spite  of  the  pessimistic  tone  of  many  of  our  popular 
writers,  it  is  certain  that,  in  most  fields  of  endeavor, 
society  is  improving  in  its  methods  and  in  its  purposes. 
Wh}^  not  in  business  methods  and  business  aims?  At 
no  other  time  in  the  world's  history  has  there  been  so 
kind  and  intelligent  a  treatment  of  the  poor  and  the  de- 
fective ;  at  no  other  time  have  men  been  so  humane  in 
their  treatment  of  animals  and  in  their  dealings  with  their 
fellowmen  in  the  event  of  war  or  of  great  misfortune ;  at 
no  other  time  have  deeds  of  courtesy  and  acts  of  mercy 
been  so  numerous  as  now.  The  fact  that  within  the  last 
few  years  so  many  influential  business  men,  not  only  in 
the  United  States,  but  also  in  other  countries,  have  en- 


2  American  Economic  Association 

gaged  in  operations  that  have  shocked  the  sense  of  justice 
and  honor  and  fair-dealing,  seems  out  of  harmony  with 
the  general  trend  of  social  events.  It  was  certainly  not 
to  be  expected  that  men  who  seem  entirely  conscientious 
in  all  their  dealings,  public  and  private,  men  who  ap- 
parently in  all  private  relations  lead  exemplary  lives,  men 
who  have  won  universal  respect,  should  suddenly  in  their 
business  be  found  engaged  in  acts  illegal  and  dishonor- 
able. In  explanation  there  seems  only  one  alternative: 
either  our  standard  of  business  integrity  has  changed ;  or 
we  have  found  difficulty  in  applying  our  former  standards 
to  modern  conditions. 

Doubtless  within  the  last  decade  in  business  positions 
of  importance  weak  men  have  been  found  who  have 
yielded  to  temptation.  But  many  acts  condemned  by 
public  opinion  have  been  committed  by  men  who  are  not 
weak  and  who  apparently  have  had  no  sense  of  guilt. 
The  fact  that  there  are  weak  or  wicked  men  in  business, 
while  true,  is  not  sufficient  as  an  explanation. 

We  are  all  creatures  of  custom;  we  generally  drift 
under  the  inertia  of  habit  in  thought  as  well  as  in  action. 
In  consequence,  changes  in  social  or  business  conditions 
take  us  unawares;  we  need  time  to  readjust  ourselves. 
Meanwhile  we  do  foolish  and  wrong  things.  The  old  ways 
do  not  fit  the  new  surroundings.  Consider,  for  example, 
the  blind  despair  of  the  cotton  weavers  in  England,  when, 
early  in  the  last  century,  the  power  loom  displaced  the 
hand  loom,  and  thousands  were  thrown  out  of  employ- 
ment. They  did  not  understand;  they  could  not  foresee 
the  inevitable;  and,  in  their  foolish  rage,  they  smashed 
the  machines.  But  they  were  no  more  foolish  than  are 
many  men  of  the  present  day  who  hope  and  expect  to  see 
the  business  of  railways  and  gas  companies,  natural  mon- 
opolies, regulated  by  competition.     This  mental  or  social 
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inertia,  which  prevents  us  at  times  from  seeing  the  mean- 
ing of  social  conditions,  has,  to  be  sure,  a  conservative 
power  that  is  often  beneficial ;  but  it  has  also  its  evil  side, 
and  it  affords  a  partial  explanation  of  many  acts  which 
we  are  inclined  to  condemn  as  wrong.  This  is  a  social 
fact  never  to  be  ignored.  How  does  it  fit  our  problem? 
What  are  the  new  conditions  of  business  which  may 
affect  our  standards  of  honor?  Four  characteristics  of 
modern  business  have  an  important  bearing  upon  this 
problem : 

1 )  Business  is  done  on  a  vastly  larger  scale  than  ever 
before. 

2)  The  modern  business  man  does  not  come  into  per- 
sonal contact  with  his  workingmen,  his  customers,  or  the 
consumers  of  his  products,  as  did  his  predecessor  of  half 
a  century  ago. 

3)  The  directors  and  officers  of  our  great  corpora- 
tions are  now  trustees  for  thousands  of  stockholders; 
earlier  the  corporations  did  not  exist,  and  there  was  no 
such  trusteeship. 

4)  Large  profits  from  monopolies  that  are  legale 
but  sometimes  economically  and  socially  unjustifiable, 
are  more  frequent  now  than  earlier. 

These  facts  demand  thoughtful  consideration.  When 
two  or  three  grocers  or  butchers  in  a  country  village  for- 
mally, or  informally,  agree  to  maintain  prices,  the  transac-^ 
tion  is  not  materially  different  in  nature  from  that  of  an 
agreement  between  different  members  of  a  beef-trust,  or 
from  the  so-called  "gentlemen's  agreement"  to  maintain 
rates  on  our  railways.  But,  in  the  first  instance,  while 
a  few  customers  have  their  private  opinions  about  the 
meanness  of  their  neighbors  and  fellow-church-members, 
no  one  feels  that  a  serious  wrong  has  been  committed, 
altho  in  that  locality  a  monopoly  has  been  produced; 
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whereas  in  the  case  of  the  Trust,  properly  enough,  there 
is  world-wide  condemnation.  Are  the  cases  different  in 
nature  or  only  in  degree?  In  the  one,  a  village  is  the 
victim  of  monopoly;  in  the  other,  a  nation.  In  the  one 
case,  the  monopolist  is  a  petty  tyrant  to  be  despised ;  in 
the  other,  a  monster  to  be  feared.  Such  different  effects 
are  produced  on  our  feelings  merely  by  an  increase  in 
the  scale  of  operations. 

Results  no  less  striking  are  produced  by  lack  of  per- 
sonal association.  Dr.  George  P.  Watkins,  in  a  paper 
as  yet  unpublished,  has  properly  laid  great  emphasis  upon 
the  well-known  fact  that  the  wealth  of  the  rich  is  held 
to-day  so  largely  in  the  form  of  stocks  and  bonds  that  the 
owner  has  little  personal  touch  either  with  the  property 
which  his  securities  represent  or  with  its  management. 
He  knows  that  he  has  so  many  thousands  or  hun- 
dreds of  thousands  of  dollars  invested  in  this  rail- 
way or  that  corporation,  but  so  long  as  he  draws  his 
dividends  promptly,  he  is  often  content  not  to  know 
more.  Until  the  middle  of  the  last  century  the  situ- 
ation was  vastly  different.  The  wealthy  man  man- 
aged his  wealth  himself;  he  saw  with  his  own  eyes 
the  work,  the  home-life,  the  personal  conditions  of  his 
workmen.  As  a  merchant  or  as  a  manufacturer,  he  dealt 
personally  with  his  customers  and  price-fixing  might  well 
be  a  matter  of  personal  discussion.  The  transaction  often 
assumed  the  nature  of  gift  or  favor,  on  the  one  side;  on 
the  other,  that  of  personal  appeal.  When  dealings  are 
on  a  small  scale,  discriminations  between  persons  are 
often  not  only  not  injurious  to  society,  they  are  highly 
commendable.  When,  however,  the  articles  purchased 
or  the  services  bought  are  not  for  immediate  consump- 
tion but  for  further  production;  when  the  effect  of  the 
discrimination,  instead  of  ending  with  the  personal  bene- 
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fit  of  one  individual  or  of  a  small  group  of  individuals, 
involves  the  wealth  or  ruin  of  rival  establishments  em- 
ploying thousands  of  laborers,  the  discrimination  be- 
comes a  public  danger.  The  driver  of  a  stage- 
coach may  if  he  will,  give  a  lift  to  a  weary  trav- 
eler or  to  a  personal  friend.  When  the  local  mag- 
nate whose  freight  is  half  of  all  the  freight  hauled 
by  the  coach  asks  a  favor,  it  will  be  granted ;  and  few 
people  are  harmed  thereby.  When,  however,  a  railroad 
corporation,  bullied  by  threats  of  injury  to  business, 
grants  a-  favor  to  a  great  manufacturer,  this  favor  may 
mean  a  monopoly  that  will  take  millions  from  the  people. 
(We  may  properly  note  as  a  fact  that  rebates  by  railroad 
companies  or  special  favors  by  the  manager  of  a  great 
corporation  have,  relatively  speaking,  been  very  rarely 
given  to  personal  friends  for  personal  reasons,  tho  per- 
sonal favors  were  common  in  the  small  transactions  of 
an  earlier  generation;  but  rebates  have  often  been  ex- 
torted by  great  establishments,  and  often  freely  granted 
by  railroads  to  secure  large  shipments.)  But  in  any 
event,  while  we  should  all  approve  the  generous  action  of 
the  stage-driver,  we  all,  rightly,  condemn  the  railroad. 
The  railroad  is  a  common  carrier,  a  creature  of  the  public. 
It  is,  however,  easy  to  see  that  a  business  man,  whether 
cordial  and  kindly  or  eager  and  grasping,  when  working 
for  the  extension  of  his  trade,  may  not  take  time  to  fol- 
low thru  all  their  intricacies,  the  manifold  baleful  effects 
of  his  acts  of  discrimination.  He  sees  his  own  benefit; 
he  overlooks  the  public  injury. 

And  this  principle  is  everywhere  active.  It  is  alive 
in  our  human  nature.  The  removal  from  personal  con- 
tact with  their  laborers,  with  their  customers,  and  with 
the  consumers  of  their  products,  takes  from  business  men 
the  sense  of  the  cruelty  and  meanness  which  their  acts 
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would  sometime  be  seen  to  have,  if  the  consequences 
were  immediate  and  personal.  Nearness,  personal  touch, 
is  an  active  force.  Many  a  ruler  has  signed  the  death- 
warrant  of  a  criminal  whom  he  has  never  seen,  an  account 
of  whose  guilt  he  has  been  willing  to  take  from  others 
with  little  investigation,  when  he  would  have  hesitated 
long  and  investigated  much  more  thoroly,  had  he  been 
compelled  himself  to  be  the  hangman.  Many  a  ruler, 
who,  in  upholding  the  so-called  honor  of  his  country  or 
of  his  dynasty,  has  sent  thousands  of  men  to  torture  and 
death,  would  have  found  other  ways  of  satisfying  the 
demands  of  honor,  or  might  even  have  revised  his  views 
of  the  nature  of  honor,  had  he  been  compelled  himself 
to  lead  his  columns  into  battle,  himself  to  see  the  carnage, 
or  to  take  the  risk  of  personal  suffering.  In  similar  ways 
our  great  business  leaders,  who  are  kindly  in  personal 
disposition,  who  take  warm  delight  in  relieving  suffering, 
whose  word  in  business  transactions  is  as  good  as  a  bond, 
whose  private  life  is  touched  by  no  breath  of  scandal., 
will,  at  times,  with  comparatively  little  investigation,  be- 
cause the  books  show  a  falling  off  in  profits,  order  a  cut- 
ting of  wages,  or  a  slaughter  of  prices,  or  a  raid  on  the 
market.  In  taking  these  precautionary  or  profitable 
measures,  they  feel  that  they  are  doing  praiseworthy  acts, 
and  have  little  or  no  thought  of  the  sacrifice  of  public  in- 
terest thereby  entailed,  or  of  the  thousands  of  people  to 
whom  they  may  bring  suffering. 

Again,  the  director  of  a  great  corporation,  or  its  man- 
ager, feels  it  his  first  interest  and  his  most  obvious  duty 
to  care  for  the  welfare  of  the  stockholders  for  whom  he 
is  trustee.  The  fact  that  he  is  himself  a  stockholder 
merely  stiffens  this  mental  attitude.  The  fact  that  his 
own  position  is  dependent  upon  his  so  managing  the  busi- 
ness as  to  secure  good  dividends   for  his  stockholders, 
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sometimes  consciously,  sometimes  unconsciously,  tends 
to  blind  his  eyes  to  the  social  results  of  many  of  his  acts. 
When,  then,  the  question  comes  to  a  director,  or  to  the 
president  of  a  corporation,  whether  he  shall  observe  the 
law,  (which  may  even,  at  times,  seem  to  him  unjust) ,  at  the 
expense  of  sacrificing  the  dividends  of  thousands  of  stock- 
holders for  whom  he  is  a  trustee,  and  perhaps  incidentally 
of  sacrificing  his  own  position  if  he  fails  to  earn  these 
dividends,  even  tho  he  knows  that  the  violation  of  the 
law  may  injure  some  people  to  him  personally  unknown, 
it  is  natural  that  he  should  feel  the  pressure  of  his 
trusteeship  for  his  stockholders  more  strongly  than  the 
pressure  of  his  trusteeship  for  the  public.  He  does 
wrong.  I  am  not  excusing  him.  I  am  trying  to  under- 
stand him ;  to  see  how  a  man  who  is  upright  and  honor- 
able in  most  matters  does  wrong  in  business. 

I  have  had  important  shippers  say  to  me  that  they  not 
merely  disliked  to  receive  rebates  contrary  to  law,  but 
that  they  would  use  their  every  effort  to  secure  a  law  which 
would  prevent  the  granting  and  the  acceptance  of  rebates. 
But  when,  from  current  prices,  they  saw  that  one  of  their 
rivals  was  receiving  a  certain  rebate,  and  that  unless  they 
secured  a  like  concession,  they  would  be  forced  out  of 
business,  was  it  to  be  expected  that  they  would  hesitate? 
Without  the  rebate,  the  interests  of  their  stockholders 
and  their  own  personal  interests  would  be  sacrificed. 
With  it,  tho  contrary  to  law,  they  and  their  rivals  would 
be  placed  on  an  equal  footing.  Their  interests  enable 
them  to  see  their  stockholders  near  at  hand;  the  public 
seems  dim  in  the  distance.  Let  us  try  to  be  fair.  It  may 
be  that  we  are  partly  to  blame.  If  our  laws  are  unjust, 
we  must  share  the  guilt. 

The  manager  of  the  great  corporation  may  often  give 
other  reasons  for  his  acts  that  sound  very  interesting. 
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With  the  welfare  of  many  thousands  of  stockholders  in 
his  hands,  he  says,  he  finds  himself  situated  in  many  re- 
spects as  is  the  ruler  of  a  small  state,  entrusted  with  the 
welfare  of  his  people.  But  it  has  been  held  by  many 
writers,  to  say  nothing  of  practical  statesmen,  that  in- 
stances not  seldom  occur  where  a  ruler  must  sacrifice  the 
ordinary  principles  of  morals  as  applied  to  private  life, 
in  order  to  follow  what  he  considers  the  "higher  law"  of 
caring  for  the  welfare  of  his  people.  Ought  we  to  do 
evil,  from  the  private  viewpoint,  to  secure  the  public 
good?  This  question  of  political  ethics  is  touched  later. 
But,  to  make  clear  the  point,  I  may  perhaps  venture  to 
quote  from  one  of  the  great  writers  on  politics  and  mor- 
als, Gustav  Ruemelin,  late  Chancellor  of  the  University 
of  Tubingen,  a  few  words  which  seem  to  be  approved  by 
one  of  our  own  late  distinguished  publicists,  Frederick 
W.  Rolls : 

"A  man,"  he  says,  "should  be  magnanimous  and  gen- 
erous only  at  his  own  expense,  not  at  the  expense  of 
others.  Wherever  force  is  permissible  strategy  cannot 
be  debarred.  Where  it  is  allowable  to  take  life  [as  for 
example  in  war]  it  cannot  be  improper  merely  to  deceive, 
and  in  case  the  same  result  could  be  obtained  by  either 
method,  deception  is  preferable,  as  being  the  more 
humane  and  indulgent.  .  .  . 

".  .  .It  would  be  folly  in  war  for  one  of  the  combat- 
ants to  renounce  the  right  to  make  use  of  spies  among 
the  subjects  of  the  hostile  state  by  means  of  corruption. 
The  conditions  in  which  the  higher  interests  of  a  state  or 
a  nation  are  at  stake  transcend  ordinary  rules  and  prin- 
ciples, and  they  upon  whom  supreme  responsibility  rests 
can  hardly  afford  to  be  impeded  by  the  threads  of  casu- 
istry." 

And   again:    "How   can   the   golden    rule   be   applied 
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to  the  relation  of  one  state  to  another?  None  of  the 
ties  which  bind  man  to  man  can  join  state  to  state.  .  .  . 
The  command  'Love  thy  neighbor  as  thyself,'  cannot  be 
applied  here.  The  state  is  so  far  from  turning  the  left 
cheek  to  him  who  strikes  the  right,  that  on  the  contrary, 
it  does  and  must  endeavor  to  anticipate  even  a  threatened 
blow  with  an  energetic  counter-stroke ...  In  short,  the 
entire  chapter  of  the  duties  of  love,  which  is  the  chief 
doctrine  of  the  moral  law,  has  no  application  to  the  con- 
duct of  the  state.  A  nation  depends,  not  upon  the  love 
of  others,  but  upon  the  love  of  self,  upon  the  fostering 
and  development  of  its  own  power  and  prosperity;  and 
if  we  characterize  this  by  the  term  'egoism,' — a  term  in- 
deed that  is  scarcely  applicable — then  egoism  certainly  is 
the  foundation  of  all  politics." 

In  short,  this  political  standard  of  morality,  so  often 
advocated  by  statesmen,  says  practically :  Rulers  as  trus- 
tees for  their  fellow-citizens  cannot  follow  in  all  regards 
the  standards  of  private  morality.  It  is  their  duty  as 
trustees,  at  all  hazards,  first  to  preserve  the  existence  of 
their  state,  and,  secondly,  to  secure  its  prosperity,  as  they 
see  its  prosperity.  Naturally,  also,  their  willingness  to 
guard  this  prosperity  is  increased  by  the  fact  that  they  as 
rulers  will  gain  thru  the  strengthening  of  their  state. 

From  this  principle  thus  stated,  baldly,  and  with  un- 
pleasant frankness,  is  derived  the  principle  in  accordance 
with  which  a  ruler  claims  the  right  and  feels  the  duty  to 
summon  his  fellow-citizens  to  sacrifice  their  lives  for  the 
advancement  of  the  state;  from  which  he  feels  called 
upon,  in  case  of  their  refusal,  to  compel  them  against 
their  will  to  go  to  war  and  die  for  the  existence,  and  often 
for  merely  the  greater  prosperity,  of  the  state.  And  as 
he  defends  himself  for  these  public  acts  (which  otherwise 
would    be   murder)    on   the   ground    of    supporting   the 
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national  honor  or  the  national  life,  so  he  defends  himself 
for  the  commission  of  other  acts  less  heinous  than  mur- 
der in  private  morals,  such  as  deception,  bribery,  obtain- 
ing property  under  false  pretenses,  robbery.  If  it  is 
right  for  nations  to  fight  for  their  national  existence  or 
for  their  national  honor,  it  is  surely  right,  he  urges,  for 
them  to  secure  information  regarding  the  strongholds, 
or  the  military  or  naval  equipment  of  the  states  with 
which  they  may  be  brought  into  conflict,  by  bribing  their 
officers.  If  it  is  right  in  time  of  war  to  seize  the  terri- 
tory of  the  enemy  and  keep  it  (a  kind  of  highway  rob- 
bery) in  order  to  have  a  better  defense  thereafter 
for  the  home  territory,  it  is  surely  right  to  obtain 
the  same  territory  for  similar  purposes  by  wilfully 
creating  a  misunderstanding  about  a  boundary  line  and 
insisting  upon  it.  Acts  such  as  these  I  am  not  defending; 
but  they  are,  as  a  matter  of  fact,  condoned  when  com- 
mitted by  statesmen :  in  many  cases  they  are  even  looked 
upon  as  praiseworthy. 

Without  judging  these  questions  now,  note  the  applica- 
bility of  these  principles  to  modern  business  life.  When 
a  great  corporation  magnate  feels  himself  a  trustee  for 
the  interests  of  his  thousands  of  stockholders,  in  some 
instances  more  numerous  than  the  citizens  of  some  of  the 
smaller  states,  he  finds  himself  tempted  to  business  acts 
which  he  would  reject  without  hesitation  in  his  private 
capacity.  The  Mutual  Life  Insurance  Company  of  New 
York,  for  example,  has  some  600,000  policy-holders 
whose  interests  doubtless  touch  closely  not  less  than 
3,000,000  people,  i.  e.,  more  than  the  population  of  Den- 
mark. As  heads  of  political  parties,  men  conscien- 
tious in  their  private  relations,  have  often  not  hesi- 
tated to  bribe  and  to  use  all  kinds  of  deceit  to  win 
an     election,     and    have    excused     their    acts     on    the 
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ground  that  their  opponents  are  doing  the  same,  and 
that  the  welfare  of  the  state  depends  upon  the  suc- 
cess of  their  party;  so  the  manager  of  a  corpora- 
tion, knowing  well  that  his  rivals  are  violating  the  law 
by  accepting  rebates,  or  evading  the  contract  labor  law, 
or  the  laws  regarding  the  labor  of  women  and  children, 
and  that  if  he  does  not  do  the  same,  he  must  go  out  of 
business,  sacrificing  thereby  the  interests  of  his  stock- 
holders, feels  called  upon  by  his  sense  of  responsibility, 
misguided  perhaps,  but  none  the  less  real,  to  do  likewise. 
Men  of  irreproachable  private  life,  good  husbands  and 
fathers,  Christian  gentlemen  in  their  private  acts,  will  at 
times  send  spies  to  discover  the  secrets  of  their  rivals  in 
business,  will  bribe  the  employees  of  their  competitors  to 
disclose  the  secrets  of  their  employers,  will  take  every 
means  possible  to  secure  an  advantage  which  in  a  private 
game  they  would  consider  unsportsmanlike  and  mean; 
and  they  will  justify  themselves  to  their  own  consciences 
for  these  acts.  When  the  president  of  an  insurance 
company  contributed  to  the  campaign  fund  of  a  political 
party,  the  success  of  whose  principles  he  felt  would  insure 
the  welfare  of  his  stockholders,  he  did  not  feel  that  he 
was  stealing  from  his  stockholders;  he  was  using  their 
money,  he  thought,  as  much  to  protect  and  preserve  their 
interests  as  if  he  were  hiring  a  policeman  or  paying  for 
the  services  of  an  expert  adviser.  A  man  in  such  a  posi- 
tion has  felt  that  he  must  protect  the  welfare  of  his  com- 
pany, and  that  to  him  means,  usually,  to  pay  the  largest 
dividends  possible.  Like  the  ruler  of  the  state,  in  many 
cases  he  commits  these  acts  with  the  greater  zeal,  altho 
sometimes  concealing  the  real  motive  even  from  himself, 
because  an  increase  in  dividends  makes  his  own  position 
more  secure  and  often  increases  his  own  salary.  He  is 
wrong;  he  has  forgotten  the  still  greater  interest  of  the 
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public.  Our  eyes  now  are  open;  but  how  many  of  us 
two  years  ago  would  have  seen  clearly  if  we  had  been 
given  the  same  problem  to  solve  ? 

The  temptation  has  been  more  subtle,  too,  from  the 
fact  that  in  very  many  instances  fortunes  have  been  made 
thru  the  legal  right  to  enjoy  an  unearned  increment  of 
profit,  whether  of  rent  or  monopoly,  which  tho  legally 
justified  has  been  economically  and  socially  unjustifiable. 
Do  not  misunderstand  me.  Tho  I  find  fault  with  some 
of  our  laws,  I  am  not  denouncing  our  present  organiza- 
tion of  society,  nor  talking  about  any  "natural  right," 
nor  advocating  any  sweeping  revolutionary  measure  of 
reform.  Genuine  reforms  cannot  come  that  way.  Few 
customs  are  altogether  wrong.  Social  wrongs  are  sel- 
dom suddenly  righted.  Human  nature  is  not  readily 
changed.  And  few  business  or  political  principles  are 
universally  applicable.     Let  us  note  some  examples. 

Probably  no  saner  or  wiser  or  juster  policy  on  the 
whole  was  ever  adopted  by  any  people  than  that  by  which 
our  country  under  our  homestead  laws  gave  to  our  fron- 
tier settlers  the  unearned  increment  of  rent  of  land — the 
policy  which  has  made  our  central  west  the  granary  of 
nations,  its  people  perhaps  the  most  prosperous  of  the 
world.  But  this  striking  example  does  not  argue  that 
land-rent  should  always  under  all  circumstances  go  un- 
touched to  a  private  owner;  nor  that  land  laws  which 
work  injustice  should  not  be  changed.  I  am  not  dis- 
cussing, for  example,  absentee  landlordism. 

Again  while  private  monopolies,  copyrights  and  pat- 
ents, and  even  private  ownership  of  natural  monopolies 
like  gas  plants  and  street-railroads  may  often  be  wise  and 
just,  it  is  still  on  the  other  hand  clear  that  very  many  of 
our  gifts  of  franchise  of  monopolies  and  many  of  our 
laws  which  have  encouraged  monopoly,  while  constitu- 
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tional,  have  been  economically  unjustifiable.  In  fact,  they 
have  been  at  times  productive  of  manifold  political  and 
social  evils.  The  making  of  great  fortunes,  legally,  but 
in  ways  felt  to  be  unjust,  has  in  many  instances  tended 
strongly  to  obscure  the  moral  vision  of  well-meaning  men, 
whose  weakness  has  led  them  gladly  to  confound  legality 
with  social  righteousness.  And  their  acts,  again,  have 
formed  the  excuse  for  others  to  break  a  law  that  was 
really  working  injustice. 

A  profit  thru  an  unjust,  tho  technically  legal,  stock- 
watering  scheme  may  well  prove  far  more  demoralizing 
in  business  circles  than  an  illegal  rebate  which  saves 
from  ruin  a  grain-shipper  caught  at  a  disadvantage. 

But  let  us  not  be  unjust.  These  evil  practices,  these 
excuses  for  wrong-doing,  are  not  confined  to  our  great 
capitalists.  Even  the  excuse  of  trusteeship  is  not  con- 
fined to  the  managers  of  the  great  capitalistic  corpora- 
tions. It  permeates  our  business  life.  The  same  senti- 
ment is  felt  by  the  heads  of  the  great  labor  organi- 
zations. Like  the  glow  of  patriotic  loyalty  which 
leads  citizens  to  sacrifice  on  the  battlefield  their  own 
interests  and  those  of  his  families  and  friends 
for  the  honor  of  their  country,  the  unselfish  feeling  of 
members  of  trade-unions  often  leads  them  heroically  to 
undergo  bitter  privation  for  themselves  and  for  their 
families  in  order  to  further  the  welfare  of  their  organiza- 
tion or  of  their  class  in  society.  But  they,  too,  often  go 
too  far.  How  often  in  the  appeals  of  labor  leaders  we 
hear  the  metaphors  of  war.  They  are  "battling  for  the 
rights  of  the  toiling  masses !"  How  often  we  find  them 
ready  to  adopt  the  methods  of  warfare;  to  resort  to  de- 
ception, and  even  at  times  to  violence.  It  is  hardly  too 
much  to  say  that,  generally  speaking,  the  argument  of  the 
labor  leaders  against  violence  in  support  of  their  demands 
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is  not  that  violence  under  the  circumstances  would  be  un- 
justifiable on  moral  grounds,  but  that  it  would  be  un- 
justifiable on  practical  grounds :  i.  e.,  it  would  change  the 
public  sentiment  in  favor  of  their  employers  and  would 
be  likely  to  make  them  lose  instead  of  win  their  fight. 

And  we  all  of  us  in  all  business  relations  are  very 
likely  to  employ  similar  methods  in  a  small  way.  Look 
thru  the  hundreds  of  columns  of  advertising  in  our  daily 
press  and  in  our  magazines.^  Everywhere  exaggera- 
tion of  excellencies,  concealment  of  defects.  Seldom 
bare,  simple  truth.  Shall  we  conclude,  then,  that  most 
of  us  have  a  share  in  the  guilt  of  our  unscrupulous  busi- 
ness magnates?  Is  it  not  clear  that  the  evils  have 
sprung,  not  from  any  real  lowering  of  moral  tone, 
but  from  the  same  age-long  mental  and  moral  inertia 
which  ever  leads  us  into  new  conditions  before  we 
are  ready  to  readjust  old  ways  of  thinking;  from 
our  primitive  selfishness  which  likes  to  yield  to  tempta- 
tion; and  from  the  naive  readiness  of  our  humanity 
to  find  excuses  to  please  our  consciences?  We  are 
not  worse  than  were  our  fathers ;  we  have  had  the  benefit 
of  enjoying  some  new  temptations  before  our  consciences 
have  been  primed  with  clearness  of  economic  insight. 
Can  we  find  any  remedy  ? 

First  we  must  try  to  see  clearly  what  is  the  right  stand- 
dard  of  business  honor.     The  aim  of  the  state,  i.  e.,  of 


^The  Chicago  Legal  News,  December  29,  1906,  reports  a  late  case, 
Harris  v.  Rosenberger,  145  Federal  449,  in  which  the  Federal  Cir- 
cuit Court  of  Appeals  upheld  orders  of  the  Postoffice  Department, 
forbidding  the  use  of  the  mails  to  a  whisky  dealer  who  in  his  ad- 
vertisements had  represented  himself  as  a  distiller  of  long  experience 
and  his  product  as  "ripe,  old  whisky,"  when  he  was  not  a  distiller  at 
all,  but  only  a  dealer,  and  his  whisky  was  comparatively  new.  This 
decision  is  an  excellent  late  indication  of  the  awakening  of  honor- 
able sentiment,  while  the  facts  show  clearly  our  business  customs. 
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society  organized  for  positive  action,  is  to  secure  for  its 
citizens  not  merely  life,  but  abundant  life  of  the  highest 
type :  economic  prosperity  with  moral  excellence.  It  is 
for  the  government  to  see,  and  it  is  for  us  citizens  in  a 
popular  form  of  government  to  see,  how  this  can  be  best 
secured ;  and  we  must  consider  not  only  the  distant  ideals 
toward  which  we  are  pressing  but  we  must  recognize 
with  clear  eyes  and  patient  heart  the  weaknesses  of 
human  nature  and  the  conditions  which  place  barriers  in 
our  pathway.     Then  only  we  must  act. 

It  is,  then,  the  duty  of  the  state  (that  is,  it  is  our  duty, 
for  we  in  our  organized  capacity  are  the  state) — it  is  our 
duty  so  far  as  possible  to  make  the  conditions  such  that 
human  nature  will  not  be  tempted  beyond  its  strength; 
but  such  that  thru  its  struggles  it  shall  gain  a  new 
strength  for  better  and  higher  work  and  for  the  better 
and  higher  life;  and  that  we,  individuals,  corporations, 
and  states,  shall  be  able  in  these  conditions  so  to  act  that, 
in  business  as  in  politics,  our  ideals  on  questions  of  morals 
and  honor  may  be  carried  out,  as  fast  as  possible,  even  if 
slowly. 

The  duty,  then,  is  imposed  upon  the  government,  upon 
us,  of  changing  the  conditions  of  business,  so  that  the 
ethical  standards  of  our  private  life  may  be  more 
promptly  extended  to  our  ever-changing  business  life. 
The  state,  for  example,  must  in  actual  practice  forbid  the 
use  by  business  men  of  any  means  which  are  injurious  to 
the  public  interest,  such  as  the  building  of  unsanitary 
factories,  the  unprotected  use  of  dangerous  machinery, 
the  employment  of  child  labor  or  of  laborers  under  any 
conditions  or  by  any  methods  that  the  more  conscientious, 
more  merciful  employers  would  not  tolerate  if  they  were 
not  compelled  to  do  so  by  the  competition  of  their  more 
unscrupulous  rivals.     It  must  cut  off  the  possibility  of 
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special  favors  to  the  strong;  it  must  search  out  and  pre- 
vent dishonest  practices  of  those  whose  wealth  comes  not 
from  service  but  from  plunder  and  fraud,  whether  legal 
or  illegal. 

Second,  it  is  the  duty  of  all  of  us  to  recognize  that  in 
business  as  well  as  in  politics  the  laborer  is  worthy  of  his 
hire.  Each  of  us  should  feel  that  our  work  is  primarily 
for  the  service  of  society;  but  we  should  also  feel  that 
when  others  are  rendering  a  service  to  us  or  to  society, 
they  should  receive  the  just  reward  of  that  service.  Thru 
their  v/eakness  and  thru  our  selfishness,  thru  unenlight- 
ened self-interest,  (not  enlightened  self-interest,  for 
enlightened  self-interest  takes  into  view  a  nobler 
society),  we  have  often  tempted  people  into  dishonest 
practices  by  holding  them  down  to  unjustly  low  rewards, 
by  'trying  always  to  buy  in  tlie  cheapest,  not  in 
the  fairest,  market.  The  Consumers'  League  is 
doing  a  little  to  combat  this  tendency,  but  the  bar- 
gain counter  is  still  aliead,  in  high  places  as  in  low. 
The  demand,  public  or  private,  that  a  man  whose  services 
are  actually  worth  $50,000  a  year  shall  receive  only 
$5,000,  is  as  wrong  economically  and  morally  as  that  a 
skilled  wage-earner  shall  receive  only  a  pittance  to  keep 
him  from  starvation.  The  main  difference  is  that  the 
strong  man  is  more  likely  to  take  indirectly  and  wrongly 
the  $50,000  which  he  feels  he  has  earned.  Under  our 
competitive  system  of  industry,  we  as  individuals  should 
be  glad  to  give  the  largest  profit  to  him  who  either  ren- 
ders to  society  the  best  service  of  all  the  competitors,  or 
by  masterly  and  just  organization  of  his  business  can 
render  equal  service  with  less  expenditure  of  industrial 
energy.  We  should  discriminate  between  fortunes  gained 
by  real  service  and  those  gained  unjustly  by  gambling 
speculation  or  oppressive  monopoly.     We  should  be  wil- 


The  Modern  Standard  of  Business  Honor  17 

ling  to  give  the  largest  profit,  however  large  it  might  be, 
to  the  competitor  to  whom  it  is  rightly  due,  because  he 
has  earned  it  by  service.  We  should  not  join  in  the  de- 
nunciation of  the  wealthy  simply  because  they  are 
wealthy,  nor  on  the  other  hand  object  to  fair  wages  be- 
cause they  are  fairly  high.  We  should  denounce  only 
the  unjust.  It  would  then  be  much  easier  than  it  is  now 
to  exclude  cheating,  misrepresentation,  adulteration. 

Third,  The  beneficial  result  of  honesty,  good  laws  and 
good  service  can  best  be  secured  by  publicity.  This  must 
be  attained  in  part  by  the  sanction  of  the  state,  in  part  by 
the  education  of  public  sentiment.  The  chief  reason 
why,  under  present  circumstances,  it  is  necessary  to  have 
business  secrets  is  that  the  buying  public  is  not  willing  to 
give  the  higher  profit  to  the  man  who  renders  the  better 
social  service  and  carries  on  his  business  with  a  view  to 
the  real  interests  of  his  workmen  and  of  the  public.  We 
assume,  generally  speaking,  that  the  manufacturer  is 
asking  too  high  a  price,  and  we  are  all  of  us  looking  for 
bargains.  When  we  are  willing  to  pay  adequately  for 
actual  service  rendered,  men  can  much  more  easily  do 
business  under  the  public  eye. 

No  one  realizes  better  than  I  do  how  difiicult  it  will 
be  to  bring  about  this  result.  And  yet  it  is  certain  that 
we  have  already  in  our  society  taken  many  steps  in  this 
direction,  and  that  part  of  the  present  outcry  against  the 
abuses  of  corporations  has  come  just  because  the  public 
is  so  much  better  trained  in  this  direction,  and  because  we 
are  more  sensitive  to  justice  now  than  ever  before. 

Even  when  these  things  are  done,  we  may  scarcely  ex- 
pect that  there  is  to  be  an  immediate  revolution  in  moral 
ideals  or  in  business  practice.  We  may  not  hope  that  by 
exposures  of  corruption,  however  flagrant,  public  senti- 
ment can  be  quickly  changed;  that,  by  act  of  legislature, 
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reforms  can  be  quickly  brought  about ;  or  that  by  the  mere 
election  of  an  honest,  clean-minded  Governor  or  Presi- 
dent, honesty  and  honor  will  at  once  permeate  the  public 
service  and  change  the  tenor  of  private  business.  But 
we  do  know  that  already  something  has  been  accomp- 
lished in  all  these  directions,  and  we  think,  that  by  a  care- 
ful analysis  of  the  conditions  and  a  steadfast  effort  on 
the  part  of  the  thinkers  of  society,  a  higher  standard  of 
honor  in  business  as  well  as  in  politics  can  probably  be 
steadily  and  surely,  tho  slowly,  approached. 

But  we  must  not  overlook  the  political  problem :  If  our 
assumption  has  been  true  that  the  apparent  lowering  of 
the  standard  of  business  honor  in  late  years  has  been  due 
in  some  degree  to  the  normal  shifting  of  the  attitude  of 
the  manager  of  a  great  corporation,  who  feels  himself  a 
trustee  for  his  stockholders,  to  the  attitude  of  the  ruler  of 
a  state,  we  need,  before  our  study  is  complete,  to  judge 
the  ethical  standard  of  the  political  ruler.  While  from 
the  days  of  Machiavelli,  and,  later,  of  the  anti-Machiavel 
rulers,  students  of  political  science  have,  with  perhaps 
equal  conscientiousness,  differed  on  the  question  of  the 
attitude  of  rulers  in  the  appreciation  of  moral  principles  to 
public  questions,  no  one  who  has  observed  the  trend  of 
modern  history  can  doubt  that  both  the  weight-  of  public 
opinion  and  the  practice  of  governments  are  steadily  up- 
lifting the  ethical  standards  of  rulers  toward  the  ethical 
standards  of  private  persons,  as  idealised  in  the  precepts 
and  life  of  the  Founder  of  Christianity.  When  we  realize 
that  all  of  us,  even  in  this  advanced  age,  are  controlled  by 
custom  in  dress,  social  entertainment,  business,  politics, 
religion;  that  in  many  communities  the  man  who  eats 
with  his  knife  is  far  more  certainly  ostracized  than  the 
guilty  party  in  a  divorce  suit,  or  the  man  who  gains 
wealth  by  wrecking  railroads  on  the  stock  exchange,  we 
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need  not  blame  rulers,  who,  in  earlier  days,  confused 
diplomacy  and  deceit,  might  and  right.  They,  too,  were 
merely  following  custom.  But  in  these  days,  with  the 
public  opinion  of  the  great  nations  of  the  world  upholding 
the  ideals  of  justice  and  courtesy,  it  is  far  more  easily 
possible  for  the  ruler  of  a  state  to  secure  its  safety  and 
prosperity,  by  resting  upon  the  principles  of  international 
law,  supported  and  enforced  by  the  judgment  of  the 
civilized  Christian  nations.  It  is  coming  to  be  the  fact 
that  it  pays  a  ruler  and  a  state  to  be  just  and  fair,  and  to 
tell  the  truth.  Among  nations  as  among  business  men, 
in  the  long  run,  if  the  sentiments  of  individuals  are  right, 
good  morals  pay.  We  have  every  reason  to  believe  that 
this  tendency  also  will  steadily  develop,  until  not  merely 
the  public,  but  also  the  private  acts  of  rulers  will  be  sub- 
ject to  tests  even  more  rigid  than  those  applied  to  pri- 
vate persons  in  their  private  capacities. 

In  this  sphere  also,  as  well  as  in  that  of  business,  the 
ultimate  forces  at  work  are  those  of  human  intercourse, 
economic,  political,  social,  often  working  unconsciously, 
and  public  opinion,  whose  power  strengthens  as  it  becomes 
conscious.  The  only  way  in  which  we  can  hasten  the 
wished-for  result  (and  we  must  not  neglect  our  task)  is 
by  educating  the  people — our  masters — by  giving  to  them 
the  right  ideals.  It  must  eventually  be  fully  recog- 
nized, as  it  is  beginning  to  be  recognized,  that  the 
greatest  service  a  state  can  render  to  itself  as  well 
as  to  the  world,  consists,  not  in  warfare,  not  in  ex- 
tension of  territory,  not  in  hostile  rivalry,  not  in  over- 
reaching foreign  countries  in  dealings  with  them,  but  in 
the  prosperity  which  comes  from  ever  more  closely  linked 
intercourse  in  times  of  peace;  by  this  intercourse,  while 
receiving  benefit  from  other  countries,  each  state  in  re- 
turn will  render  service  to  them. 
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I  am  not  advocating  a  so-called  weak  foreign  policy: 
quite  the  contrary.  To  be  just  and  honest  and  truthful,  a 
ruler  need  not  be  blind  to  the  faults  of  others  nor  afraid  to 
stand  for  the  rights  of  his  people.  Indeed,  he  must  de- 
mand right  as  well  as  do  right.  But  he  must  look  to 
ultimate  good  in  the  highest  moral  welfare  of  his  people 
and  not  merely  to  the  glitter  of  the  business  profit  of  to- 
day. The  reputation  for  honesty  and  truthfulness,  too, 
will  give  any  statesman  a  decided  advantage  in  negotia- 
tion. Consider  the  reputation  and  success  of  Secretary 
John  Hay  in  his  later  years.  As  in  the  case  of  private 
business,  the  greatest  reward  should  come  for  the  greatest 
service,  so,  as  each  country  in  peace  contributes  to  the 
welfare  of  others,  it  will  receive — as  it  should  receive — 
the  returns  that  will  be  most  beneficial. 

It  is  easy  to  see  that  the  public  moral  sentiment  of  the 
world  is  already  aroused.  And  we  have  every  reason  to 
believe  that  in  the  sphere  of  politics,  as  well  as  in  that  of 
business,  we  shall  see  an  ever-accelerating  progress.  In 
the  future,  our  great  business  men  will  not  be  able  to 
shelter  themselves  behind  the  defense  of  the  statesman, 
and  claim  that  the  "higher  good"  impels  them  to  do  deeds 
that  are  evil  in  private  life.  The  issue  ultimately  depends 
upon  us.  We,  the  individuals  who  compose  the  state, 
must  shoulder  the  responsibility.  If  we  make  felt,  thru 
the  state  and  thru  public  sentiment,  our  determination  to 
do  right  and  justice  in  national  affairs  and  in  private 
business,  and  define  right  and  justice  in  terms  of  servace, 
not  of  selfishness,  neither  statesmen  nor  business  men  will 
refuse  to  yield.  It  is  right  for  us  to  find  fault  with  our 
politicians  and  our  business  men.  They  have  deserved 
it;  but  we  should  also  find  fault  with  ourselves.  Their 
crimes  and  cruelties  are  no  more  ignoble  than  are  our 
petty  deceits  and  meannesses,  our  selfishness  and  conceal- 
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ments,  our  search  for  bargains,  our  eagerness  to  get  on. 
It  is  a  cheering  fact  that  we  are  now  seeing  the  evils  in 
politics  and  in  business.  Our  eyes  were  dim  to  new 
abuses.  The  misdeeds  had  to  be  on  a  grand  scale  to  at- 
tract our  attention.  But  now  we  see  them;  and  seeing 
them  clearly,  we  shall  soon  see  farther.  Ultimately  we 
poorer,  common  people  in  private  life  will  see  our  own 
faults.  Then  progress  will  be  faster.  There  is  still 
much  more  to  do  for  each  of  us,  in  seeing  more  clearly 
the  application  of  the  simple,  old-fashioned  principles  of 
private  honesty  to  the  great  transactions  of  corporate 
business  and  to  the  still  greater  problems  of  statesman- 
ship. 

Some  years  ago,  one  of  my  ablest  and  best-liked  col- 
leagues took  me  to  task  because  in  writing  about  the 
Trusts  I  had,  while  trying  to  point  out  the  evils,  noted 
some  good  in  them.  "But  did  I  not  show  the  bad,  and 
was  not  the  good  true?",  I  asked.  "Yes,"  he  replied  in 
substance,  "I  don't  deny  that ;  but  we  want  to  get  the  peo- 
ple to  act  in  correction  of  abuses ;  and  the  people  will  not 
act  unless  their  feelings  are  aroused.  We  lull  them  into 
inaction  by  balancing  good  and  evil ;  let  us  show  the  evils, 
the  Trusts  themselves  w411  show  the  good."  Highly  as 
I  regard  my  friend,  and  noble  as  I  know  his  motives  to 
be,  that  seems  to  me  pernicious  doctrine.  It  has  in  it 
the  seeds  of  revolution,  not  of  progress.  In  social  evolu- 
tion, the  race  is  rarely  to  the  swift,  but  always  to  the 
safe  and  sure,  and  nothing  less  than  transparent  honesty 
is  safe.  Underlying  all  our  social  structure  is  our  stand- 
ard of  business  honor  with  the  right  application  of  that 
standard  to  our  complex  social  conditions.  This  can  be 
secured  only  by  showing  to  our  people  not  merely  truth 
about  business,  but  the  whole  truth.  We  must  fix  our 
standard ;  we  must  gradually  approach  it. 
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Heretofore  our  business  standard  has  really  been :  "the 
greatest  possible  reward  for  self  in  return  for  the  least 
service."  When  we  once  see  ourselves  clearly  in  our 
social  relations,  in  business  and  in  politics,  we  shall  see 
that  the  fitter  standard  is :  "the  greatest  service  possible 
for  a  just  reward." 

It  may  seem  a  "lame  and  impotent  conclusion"  that 
there  is  no  legislative  panacea  for  our  business  ills,  but 
that  upon  us  as  individuals  rests  largely  the  responsibility 
for  our  social  improvement.  Clear-sighted  and  impartial 
observation  of  facts,  including  human  nature,  is  our  only 
safe  guide  in  social  reforms;  our  only  methods  must  be 
the  commonplace  ones  of  preventing  abuses  and  securing 
justice  in  specific  cases  by  legislation  and  judicial  action 
and  by  compelling  men  to  work  in  the  open — not  some 
inclusive  scheme  of  social  reorganization.  We  must 
content  ourselves  with  this  conclusion.  Its  justification 
is  our  complex  human  nature  and  the  experience  of  the 
ages. 


ON    WHAT    PRINCIPLES    SHOULD    A    COURT 
OF  ARBITRATION  PROCEED  IN  DETER- 
MINING  THE    RATE    OF    WAGES? 

JOHN   B.    CLARK. 

In  a  progressive  society  the  prices  of  goods  tend 
toward  the  cost  of  producing  them  in  the  most  efficient 
establishment.  As  improvements  in  method  and  in  organi- 
zation are  continually  making,  the  standards  of  price  are 
continually  falling  and  the  actual  prices  pursue  the  stand- 
ards but  lag  behind  them  in  their  downward  movement. 

If  all  the  producing  establishments  were  at  once 
brought  to  the  highest  plane  of  efficiency,  the  labor  cost 
of  commodities  would  be  at  a  minimum;  and  this  signi- 
fies that  the  product  of  labor  would  be  at  a  maximum. 
Since,  under  free  competition,  the  wages  of  labor  tend 
to  conform  to  the  product  imputable  to  labor,  wages  also 
would  be  at  a  maximum. 

Competition  gradually  brings  all  producing  establish- 
ments which  survive  and  cater  to  a  general  market  to- 
ward the  plane  of  efficiency  set  by  the  most  advanced 
competitor.  The  product  of  labor  increases  and  thus 
furnishes  a  rising  standard  of  wages.  The  actual  pay 
of  laborers  pursues  but  never  overtakes  the  standard  set 
by  this  increasing  product.  In  this  sense  the  standard 
of  wages  of  to-day  is  the  product  which  is  realized  by 
some  employers  now  and  will  be  realized  by  others  in  the 
future. 

Wages  in  the  present  are  normal  if  this  standard  to- 
ward which  they  are  tending  is  itself  normal  and  if 
present  earnings  fall  below  that  amount  by  an  interval 
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that  is  fixed  in  a  natural  way.  When  competition  is 
general  and  free  both  the  standard  and  the  interval  are 
normal,  but  monopolies,  by  checking  progress,  lower  the 
standard  toward  which  wages  are  tending  and  increase 
the  interval  between  the  standard  and  the  prevailing  rate 
of  pay.  They  reduce  the  present  marginal  product  and 
the  pay  of  labor. 

When  some  industries  are  receiving  profits  due  to 
monopoly  they  pay  wages  which  are  based  on  the  rates 
generally  prevailing,  though  they  may  somewhat  exceed 
these  rates.  The  prevailing  wages  are  reduced  by  the 
monopolies'  action  in  limiting  the  opportunities  for  em- 
ployment. 

Wages,  under  any  mode  of  adjustment,  are  governed 
hy  the  product  of  marginal  social  labor,  but  may  differ 
from  that  product  by  varying  amounts. 

When  employers  deal  with  individual  laborers  the 
wages  resulting  may  fall  below  the  product  of  marginal 
labor.  The  workman  is  forced  to  sell  something  which 
the  employer  is  not  obliged  to  buy,  since  he  can  dispense 
with  any  individual's  labor  with  little  or  no  loss.  When 
an  employer  deals  with  an  organized  body  of  workmen 
the  men  offer  what  they  must  sell  and  what  the  employer 
is  forced  to  buy  if  he  continues  producing.  He  cannot 
dispense  with  an  entire  body  of  workmen. 

In  making  their  contract  for  wages  the  workmen  hold 
a  strong  position  if  it  is  difficult  for  their  employer 
promptly  to  secure  the  amount  and  the  quality  of  labor 
which  he  needs  by  resorting  to  the  general  market.  The 
skilled  and  disciplined  force  is  worth  more  than  a  new 
and  untrained  force  and  can  often  get  an  amount  of  pay 
that  approximates  the  standard  set  by  the  product  of 
marginal  labor. 

The  workmen's  position  is  stronger  and  their  pay  is 
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higher  when  they  are  permitted  to  guard  their  positions 
against  other  claimants.  If  they  can  strike  and  still  main- 
tain a  quasi  ownership  of  their  positions  and  forcibly 
repel  other  men  who  wish  to  occupy  them,  they  can 
sometimes  secure  pay  which  is  in  excess  of  the  standard 
set  by  the  social  productivity  of  labor.  Their  wages  equal 
the  standard  rate  plus  a  sum  that  varies  according  to  their 
power  to  guard  their  vacated  positions. 

The  workman's  power  of  coercion  depends  on  the  tol- 
eration by  the  community  of  acts  of  violence.  With  the 
laws  fully  enforced  the  workmen  who  should  strike 
would  lose  control  of  their  positions. 

The  toleration  of  violence  by  the  local  community  is 
due  to  a  fear  lest  the  easy  filling  of  the  vacated  positions 
by  necessitous  men  who  make  their  bargains  individually 
may  result  in  a  rate  of  wages  that  would  be  below  the 
normal  standard.  Whenever  a  new  force  can  be  made 
up  from  men  who  have  been  for  some  time  out  of  em-, 
ployment  this  possibility  acts  in  advance  on  the  rate 
which  an  organized  force  now  at  work  can  successfully 
demand.  Certain  organizations  of  laborers  would  lose 
some  of  their  present  strategic  power  if  they  were  forced 
to  obey  the  law. 

Without  a  system  of  arbitration  the  community  has  to 
choose  between  allowing  the  presence  of  some  unem- 
ployed men  unduly  to  depress  wages  and  allowing  or- 
ganized laborers  to  monopolize  their  positions  and  defend 
them  by  force.  This  latter  alternative  means  quasi  an- 
archy and  frequently  requires  an  appeal  to  the  military 
power. 

Wages  are  highest  where  employers'  monopolies  se- 
cure extortionate  prices  for  goods  and  trade  unions  se- 
cure for  their  members  a  part  of  the  profits  thus  realized. 
Employers  and  employed  in  the  favored  industry  thrive 
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at  the  cost  of  the  purchasing  public,  while  in  other  occu- 
pations labor  is  somewhat  congested  and  wages  are  de- 
pressed. 

Strong  unions  working  for  competing  employers  en- 
sure high  wages  when  they  are  able  to  limit  the  number 
of  their  own  members  and  forcibly  exclude  other  men 
from  their  field. 

Unorganized  labor  working  for  monopolies  may  se- 
cure moderately  high  wages  in  the  cases  in  which  the 
employers'  position  is  rendered  insecure  by  public  action 
and  support  by  their  employees  is  necessary  for  averting 
a  loss  of  profits. 

Unorganized  labor  working  for  competing  employers 
gets  the  lowest  rate  of  wages  which  are  paid  in  regular 
occupations,  though  men  who  have  for  a  time  been  out 
of  employment  will  accept  wages  which  are  below  these 
rates. 

The  foregoing  facts  may  be  '■epresented  by  the  follow- 
ing diagram : 
Monopoly  and 
organized  labor 

Competing  employers 
and  organized  labor 

Monopoly  and 
unorganized  labor 


Natural  standard  of  wages 


Competing  employers 
and  unorganized  labor 

Unemployed  labor 


Wages  measured  by  distance  above  this  line. 

In  all  the  instances  in  which  wages  are  adjusted  by 
collective  bargaining  the  amount  of  power  which  unions 


Wages  as  Adjusted  by  Arbitration 


27 


have  forcibly  to  exclude  rival  workers  from  their  fields 
is  an  element  in  determining  the  rates  of  pay  which  they 
secure  for  their  members. 

This  power  of  forcible  exclusion  is  an  element  in  de- 
termining the  wages  which  are  adjusted  by  conciliation, 
since  the  rate  which  workmen  will  accept  is  gauged  by 
what  they  might  extort  by  a  strike  in  which  the  exclusion 
would  play  its  part. 

Force  plays  a  certain  part  in  the  adjustments  which 
are  made  by  those  special  tribunals  of  arbitration  which 
contending  parties  create  while  strikes  are  pending,  since 
workmen  are  unwilling  to  accept  such  arbitration  unless 
they  have  reason  to  expect  that  it  will  give  them  some- 
thing approaching  what  a  strike  would  yield,  and  that 
itself  depends  on  the  amount  of  violence  they  can  safely 
use. 

Force  would  play  a  smaller  part  in  the  adjustment  of 
wages  by  tribunals  which  are  compelled  by  law  to  take 
action  whenever  strikes  are  pending,  but  are  not  armed 
with  power  to  enforce  their  decisions.  If  workmen  re- 
ject awards  made  by  impartial  tribunals,  they  cannot  count 
on  a  tacit  acquiescence  by  the  public  in  acts  of  violence 
against  non-union  laborers. 

Force  would  play  scarcely  any  part  if  a  law,  in  pro- 
viding for  the  compulsory  investigation  of  disputes  be- 
tween employers  and  employed,  required  that  work 
should  go  on  while  the  investigations  were  in  progress 
and  should  confirm  the  laborers'  tenure  of  place  on  con- 
dition of  their  accepting  the  court's  award,  but  should 
declare  the  tenure  forfeited  if  the  award  should  be  re- 
jected. Workmen  will  not  actually  sacrifice  their  tenure 
of  place  and  will  not  be  allowed  by  the  community  forci- 
bly to  hold  it  while  they  reject  a  just  rate  of  pay  and 
other  men  accept  it. 
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Wages  when  adjusted  by  such  semi-compulsory  arbi- 
tration would  more  closely  approximate  their  natural 
standard  than  they  do  when  otherwise  adjusted.  If  this 
system  were  generally  introduced  the  condition  of  labor- 
ers as  a  class  would  be  much  improved,  though  the  gains 
which  a  few  secure  by  acts  of  violence  would  be  forfeited. 
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WAGES    ADJUSTED    BY    ARBITRATION DISCUSSION. 

Henry  Rogers  Seager:  (After  reading  the  above 
outline  of  the  paper  which  Professor  Clark  had  been 
unable  to  present  in  person  and  adding  a  few  words  of 
explanation,  Professor  Seager  suggested  the  following 
propositions  drawn  from  it  as  those  most  deserving  of 
fuller  discussion:) 

(i)  The  normal  trend  of  wages  in  progressive  socie- 
ties is  upwards. 

(2)  The  standard  to  which  wages  should  be  adjusted 
is  the  product  of  marginal  social  labor : 

(a)  Is  this  the  ideal  standard  ? 

(b)  Can  it  be  defined  with  sufficient  precision  to  be 
of  any  practical  utility  as  a  guide  to  a  board  of  arbitra- 
tion? 

(3)  Violence  or  the  threat  of  violence  is  a  potent  fac- 
tor in  enabling  trade  unions  to  secure  wages  above  the 
normal  rate  for  their  members. 

(4)  Arbitration  is  necessary  to  secure,  on  the  one 
hand,  fair  wages  for  unorganized  workmen,  and,  on  the 
other,  proper  regard  for  law  and  order  on  the  part  of 
the  organized. 

(5)  The  system  of  arbitration  best  calculated  to  secure 
the  desired  results  is  that  which  requires  the  continuance 
of  production  pending  an  award,  and  imposes  as  a  penalty 
for  unwillingness  to  accept  in  good  faith  the  award  when 
made,  permanent  discharge  from  employment  in  the 
establishment  affected. 

F.  W.  Taussig  :  The  precise  question  before  us  is  as 
to  the  principles  which  a  Court  of  Arbitration  should  fol- 
low in  determining  wages.  How  closely  must  that  ques- 
tion be  connected  with  the  problem  of  general  wages,  as 
this  latter  is  considered  by  economists  ?     Professor  Clark 
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seems  to  think  the  connection  close.  He  rests  his  advice 
or  recommendation  to  the  supposed  Court  on  that  theory 
of  wages  which  he  has  developed  with  such  originality 
and  ingenuity, — the  theory  of  the  specific,  or  imputed, 
productivity  of  labor.  I  am  not  convinced  of  the  solidity 
of  the  reasoning  on  which  this  theory  rests ;  and  I  am  in 
still  greater  doubt  as  to  its  helpfulness  for  the  question  in 
hand.  It  seems  to  me  to  have  little  bearing  on  the  ques- 
tion before  us.  Specific  or  imputed  productivity,  like  the 
wages  fund,  bears  on  the  general  division  between  capital 
and  labor.  The  importance  of  these  general  problems  is 
not  to  be  disputed.  They  are  in  the  highest  sense  prac- 
tical, since  they  consider  the  justice  of  society's  opera- 
tions and  the  welfare  of  all  its  members.  But  the  ques- 
tions before  a  Court  of  Arbitration  are  practical  in  another 
sense.  They  are  always  questions  of  specific  wages.  They 
refer  not  to  the  general  reward  of  labor  or  capital,  but 
to  the  wages  of  a  particular  group  of  workmen.  Now  of 
course  specific  or  particular  wages  are  by  no  means 
disconnected  from  general  wages.  But  in  the  concrete 
world  the  general  rate  is  always  assumed.  No  Court  of 
Arbitration  bothers  about  the  causes  determining  general 
interest.  If  it  did,  how  much  help  would  it  secure  in 
fixing  them  from  any  theory  of  specific  productivity  or 
social  productivity?  Fortunately  this  large  question 
never  presents  itself.  A  Court  has  to  settle  or  recommend 
only  the  wages  of  motor-men,  plumbers,  masons,  spin- 
ners, weavers.  And  even  as  to  these  it  never  has  occa- 
sion to  consider  the  matters  which  we  economists  usually 
think  about, — the  fundamental  causes  of  variations  of 
wages  in  different  employments  and  in  different  social 
strata.  We  are  probably  on  safer  ground  as  to  particular 
wages  than  as  to  general  wages;  we  are  more  nearly 
agreed  as  to  the  existence  of  non-competing  groups,  the 
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obstacles  to  competition,  the  application  here  of  the  prin- 
ciple of  marginal  efficiency  or  marginal  utility.  But  no 
Court  has  occasion  to  consider  these  questions  or  to  fix 
the  wages  of  any  entire  group.  The  wages  of  all  skilled 
mechanics  of  a  given  grade,  of  all  workmen  of  motor- 
men's  grade,  of  all  common  laborers,  never  come  up  for 
settlement  at  once.  It  is  always  a  limited,  specific  question 
that  presents  itself,  and  the  wisest  policy  for  a  Court  is 
to  confine  itself  to  that  limited  question. 

Now  the  best  advice  we  can  give  to  a  Court  on  such  a 
question  is,  in  my  judgment,  to  tell  it  to  exercise  its  plain 
common  sense, — just  the  one  thing  which  the  members 
of  a  Court  usually  are  capable  of  doing.  Assume  as 
just  or  proper  the  general  scale  of  wages  in  the  country 
or  district  in  question;  assume  as  just  and  proper  the 
wages  usually  got  for  the  particular  kind  of  labor  in 
question;  compare  it  with  other  similar  labor,  of  like 
hardship,  difficulty,  conditions  of  demand  and  supply; 
and  prescribe  the  "fair  market  rate."  Most  people  mean 
by  fair  prices  the  going  market  prices,  and  are  quite  in- 
capable of  troubling  their  heads  about  labor  value  or 
marginal  utility.  Similarly  they  mean  by  fair  wages 
current  market  wages,  and  do  not  trouble  their  heads 
about  social  productivity  or  a  sharing  between  labor  and 
capital  on  the  basis  of  specific  contribution.  Let  them 
exercise  their  common  sense  on  the  matters  they  are  com- 
petent to  deal  with,  and  exercise  it  from  the  point  of  view 
and  in  the  way  which  is  natural  and  easy  for  them. 

From  this  simple  point  of  view,  certain  moot  points 
may  nevertheless  present  themselves.  Some  of  these  I 
will  briefly  refer  to, 

I.  Is  the  fair  market  rate  that  at  which  laborers  can 
at  once  be  found  to  replace  the  contesting  laborers,  or  is 
the  fair  market  rate  that  which  must  be  paid  in  the  long 
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run  for  labor  of  equal  efficiency  and  trustworthiness? 
Clearly,  the  latter  is  the  test  which  should  be  applied. 
Whenever  a  strike  or  contest  breaks  out,  employers  say 
with  truth,  or  at  least  with  speciousness,  that  they  can 
find  plenty  of  men  willing  to  work  at  the  wages  offered, 
or  at  less  than  the  wages  offered.  In  fact,  there  are 
always  plenty  of  men — partly  ne'erdowells,  partly  the 
inefficient,  partly  the  unfortunate — who  will  accept  al- 
most anything.  Any  employer  can  therefore  make  a 
pretense  of  filling  the  vacant  places  with  these.  The  real 
question  is  at  what  rate  capable,  self-respecting,  and  per- 
manently serviceable  laborers  can  be  got  and  retained. 

2,  Sometimes  violence,  or  the  threat  of  violence,  or 
persuasion  and  intimidation  of  a  kind  not  permitted  by 
the  law,  have  been  used  in  advance,  and  have  aided  in 
establishing  a  going  market  rate.  Clearly  this  sort  of 
market  rate  is  to  be  disregarded  by  a  Court  of  Arbitra- 
tion. Let  the  Court  consider  solely  what  would  be  the 
operation  of  the  competitive  forces  within  the  limits  per- 
mitted by  the  law. 

3.  Sometimes  the  going  market  rate  has  been  made 
high  by  restriction  of  the  supply  of  workers,  by  limita- 
tion of  the  number  of  apprentices,  by  an  effective  trade 
union  which  has  succeeded  in  "organizing"  the  entire 
supply,  by  successful  collective  bargaining.  Here,  it 
seems  to  me,  a  Court  of  Arbitration  should  accept  the 
going  rate,  even  though  the  result  of  something  like  mon- 
opoly conditions,  as  the  fair  market  rate.  So  long  as 
the  methods  permitted  by  the  law  have  not  been  infringed, 
any  opinion  which  the  Court  may  have  as  to  the  right  or 
wrong,  the  expediency  or  inexpediency,  of  what  are  called 
monopoly  conditions,  is  not  material.  It  remains  for  the 
law  to  modify  the  situation  (say,  by  the  establishment  of 
public  trade  schools  on  a  large  scale),  or  for  slow  moving 
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social  forces  to  modify  the  conditions  of  labor  supply. 
A  Court  of  Arbitration  should  accept  the  status  quo  and 
make  its  decisions  as  nearly  as  possible  in  accord  with 
lawful  conditions  as  it  finds  them.  Its  policy  should 
be  not  to  create  new  conditions,  but  to  make  more  smooth 
and  peaceful  the  working  of  existing  forces.  It  cannot 
always  prevent  a  trial  of  strength,  but  should  try  to  make 
the  outcome  such  as  it  would  be  as  the  result  of  a  trial 
of  strength. 

4.  Another  question  is  as  to  the  relation  between 
wages  and  the  capitalist's  gains  in  the  particular  trade  or 
the  individual  business.  Shall  a  Court  of  Arbitration 
take  into  consideration  how  large  are  the  profits  of  the 
employer  and  whether  he  can  afford  to  pay  higher  wages  ? 
In  general,  the  answer  here  should  be  "no."  The  individ- 
ual employer  may  or  may  not  be  prosperous.  Workmen, 
none  the  less,  should  receive  the  going  rate,  and  no  more 
than  the  going  rate.  This  precise  question  was  pre- 
sented, I  believe,  to  a  Court  of  Arbitration  in  connection 
with  a  street  railway  strike  in  San  Francisco.  In  that 
case,  the  Court  did  not  commit  itself  on  the  question  of 
principle.  I  suppose  that  even  in  an  extreme  case  of 
monopoly  conditions,  we  should  say  there  was  no  ground 
for  the  monopolist's  being  called  on  to  share  his  gains 
with  those  who  have  been  in  his  employ.  Let  him  dis- 
gorge, if  we  can  bring  about  this  happy  result,  to  the  com- 
munity as  a  whole  and  not  to  a  particular  group  of  it. 
And  in  any  event,  setting  aside  the  equities  of  the  situation, 
the  simple  fact  is  that  the  monopolist  is  sure,  sooner  or 
later,  to  get  his  labor  at  the  market  rate.  The  same  con- 
clusion holds  even  more  certainly  where  an  individual 
employer  is  capable,  and  prosperous  because  of  his 
capacity,  and  is  asked  to  pay  more  than  the  going  rate 
because  he  individually  happens  to  be  able  to  afford  it. 
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In  all  such  cases,  it  is  probably  to  the  interest  of  the  em- 
ployer himself  to  pay  quite  the  full  market  rate,  even  a 
trifle  more,  in  order  to  secure  the  pick  of  efficient  labor; 
and  where  questions  of  public  convenience  or  public  safety 
are  involved,  this  consideration  may  fairly  be  taken  into 
account  by  a  Court  of  Arbitration. 

5.  Does  it  follow  from  the  preceding,  that  the  method 
of  the  sliding  scale  should  not  be  sanctioned  by  a 
Court  of  Arbitration?  This  does  not  seem  to  me  neces- 
sarily to  follow.  The  limits  of  market  wages  themselves 
necessarily  fluctuate  in  some  degree  in  the  large  industries. 
For  considerable  stretches  of  time,  even  tho  not  in 
the  long  run,  employers  and  employees  are  in  sort  of 
partnership.  This  is  the  case  in  such  widespread  trades 
as  the  iron  trade,  the  coal  trade,  the  cotton  trade.  The 
sense  of  solidarity  will  be  promoted,  friction  will  be 
avoided,  by  a  sliding  scale  of  the  kind  apt  to  be  used. 
Such  a  sliding  scale  does  not  follow  all  the  changes  of 
profits  and  prices,  but  provides  for  variations  of  wages 
within  the  range  of  the  fluctuations  of  usual  market 
wages.  Such  an  arrangement  commends  itself  to  the 
ordinary  feeling  of  the  everyday  man  as  to  what  makes 
current  wages  and  fair  wages,  and  for  that  very  reason 
is  likely  to  be  cheerfully  accepted  as  the  outcome  of  arbi- 
tration. 

Louis  B.  ScHRAM :  Speaking  from  the  view-point  of 
the  practical  employer  of  labor,  untrained  in  the  theories 
elaborated  in  Prof.  Clark's  paper,  armed  only  with  the 
knowledge  and  training  gained  by  actual  experience,  I 
must  express  the  view  that  arbitration  boards  could  gather 
but  little  help  from  a  study  of  that  treatise. 

Arbitration  Boards  of  the  present  day  are  largely  com- 
posed of  men  who  can  consider  the  questions  submitted  to 
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them  only  in  a  practical,  matter-of-fact  way.  They  are 
not  verted  in  Prof.  Clark's  theories  and  are  not  swayed 
by  his  reasoning,  to  them  in  most  cases  probably  unin- 
telligible. 

Before  outlining  the  principles  which,  I  believe,  should 
govern  Arbitration  Boards  in  the  consideration  of  the 
wage  question,  it  may  be  in  place  at  this  time  to  say  a 
word  about  the  constitution  of  such  Boards.  Theoreti- 
cally an  Arbitration  Board  consists  of  three  or  more  fair, 
unbiased  judges.  Practically,  as  at  present  selected, 
Arbitration  Boards  consist  of  two  or  more  intensely  par- 
tisan advocates  and  one  judge.  The  award  is  expected 
to  have  the  dignity  and  weight  of  a  well  considered  pro- 
nouncement of  a  board  of  judges ;  it  is  in  fact  the  decision 
of  a  single  man,  unaided  by  unbiased  consultants,  nay 
rather  harassed  up  to  the  moment  of  final  decision  by 
eager  representatives  of  the  litigants,  zealously  fighting 
the  cause  of  those  who  chose  them. 

This  condition  is  not  conducive  to  satisfactory  results. 
What  is  the  remedy?  In  my  judgment  it  will  be  found 
in  a  numerically  very  large  board  of  official  arbitrators, 
not  less  than  twenty-five  in  number,  men  of  known  in- 
telligence, probity  and  practical  experience  and  selected 
as  nearly  as  may  be  in  equal  proportion  from  the  ranks 
of  employers  and  labor  representatives.  Who  shall 
select  these  men?  Some  authority  whose  position  pre- 
cludes the  possibility  of  bias  through  political  or  other 
influence,  such  as  the  senior  judge  of  the  Federal  Court 
of  the  district  in  which  the  Board  is  to  act.  When  an 
arbitration  is  to  be  had,  the  litigants  take  the  list  of  official 
arbitrators  and  alternately  strike  off  the  names  of  those 
not  desired  until  the  required  three  or  five  names  are  left, 
and  these  men  then  constitute  the  Arbitration  Board. 
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Having  a  competent  and  impartial  Board  we  can  now 
proceed  to  the  consideration  of  the  question  before  it. 

In  the  first  place  I  would  exclude  the  principle  that  the 
rate  of  wages  should  be  determined  by  the  rule  of  supply 
and  demand.  While  this  commercial  law  may  regulate 
the  price  of  commodities,  I  find  that  it  vv^ill  not  regulate 
the  price  of  labor  because  labor  is  not  a  commodity,  or 
if  it  is,  it  is  a  commodity  plus  ambition,  plus  hope,  plus 
determination  to  rise;  a  commodity  backed  by  organiza- 
tion determined  and  able  to  gratify  this  ambition,  realize 
the  hope  and  bring  success  to  this  determination. 

And  it  is  well  that  it  should  be  so.  The  laborer  of  to- 
day is  much  more  valuable  to  the  commonwealth  than 
was  his  predecessor  of  a  few  generations  ago  because  of 
the  realization  of  these  very  hopes  and  ambitions.  Em- 
ployers of  to-day  were  the  wage  workers  of  yesterday, 
and  he  is  but  a  poor  representative  of  the  working  class 
who  is  satisfied  to  remain  a  workman  all  his  life  and  to 
see  his  children  grow  up  to  the  same  humble  fate.  As  the 
workman  is  entitled  to  wages  which  will  give  him  an 
opportunity  to  enjoy  a  measure  of  the  good  things  of 
life,  and  to  hours  of  work  which  will  leave  him  time  to 
know  his  family  and  to  share  in  the  task  of  guiding  the 
training  of  his  children,  and  to  conditions  of  employment 
that  will  ensure  sanitary  surroundings  during  his  work, 
so  the  employer  is  entitled  to  a  fair  return  on  his  invest- 
ment of  capital,  brains  and  administrative  and  construc- 
tive ability.  To  do  justice  to  the  wage-earner,  Boards 
of  Arbitration  should  take  into  consideration  the  cost  of 
living,  the  nature  of  the  work  with  reference  to  the 
amount  of  skill  required,  and  the  dangers  to  health  and 
risk  of  injury  attending  the  employment. 

To  do  justice  to  the  employer  the  Boards  should  con- 
sider the  stability  of  the  business,  safety  of  the  capital 
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invested,  chances  of  machinery  and  appliances  depreci- 
ating through  use  or  change  in  the  nature  of  output  by 
reason  of  the  pubhc  taste.  They  should  also  consider  to 
what  extent  the  personality  of  the  employer  is  of  import- 
ance by  reason  of  executive  capacity  and  ability  to  secure 
business. 

A  third  element  to  be  considered  by  Arbitration  Boards 
in  fixing  wages  is  the  claim  of  the  public  to  fair  treat- 
ment. Wages  should  not  be  fixed  arbitrarily  high  if 
thereby  an  unfair  burden  is  thrown  upon  the  consumer. 

The  thinking  employer  does  not  begrudge  the  work- 
men liberal  wages,  short  hours  and  comfortable  sur- 
roundings. The  days  when  the  employer  paid  his  men 
as  little  as  he  could,  worked  them  as  long  as  he  could  and 
expended  the  minimum  upon  their  comforts,  are  forever 
gone.  The  majority  of  trade  disputes  arise  partly  from 
honest  differences  of  opinion  as  to  what  the  employer  can 
pay,  partly  as  the  natural  result  of  the  wage-earner's  am- 
bition to  rise  in  the  world  and  in  good  faith  claiming 
more  than  is  his  due. 

This  situation  should  be  met  by  all  in  a  spirit  of  tol- 
eration, liberality  and  good-will. 

I  am  glad  to  be  able  to  say  from  experience  that  the 
ranks  of  employers  and  wage-earners  show  an  ever-in- 
creasing number  of  men  who  in  their  dealings  with  each 
other  are  actuated  by  motives  of  fair  play  and  good- will, 
each  considerate  of  the  just  claims  of  the  other.  A 
striking  illustration  of  this  is  furnished  by  an  arbitration 
in  which  I  participated  some  years  ago.  A  manufactur- 
ing firm  in  New  York  had  trouble  with  its  employes; 
there  was  a  strike  accompanied  by  physical  violence  and 
unlawful  acts  by  the  employes;  the  business  of  the  em- 
ployer was  suffering  and  great  pecuniary  loss  was  immi- 
nent.    Arbitration  was  sought  by  the  employer  and  re- 
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fused.  The  excesses  continued.  A  proposition  to  the 
strikers  that  the  dispute  be  submitted  to  the  arbitration 
of  a  Board  composed  entirely  of  representatives  of  organ- 
ized labor  was  finally  accepted.  This  Board  of  Arbitra- 
tion composed  of  three  labor  leaders  heard  the  controv- 
ersy and  decided  in  favor  of  the  employer.  The  decision 
was  cheerfully  accepted.  There  has  not  been  a  strike  or 
the  threat  of  a  strike  in  that  industry  to  this  day,  a  period 
of  about  five  years. 

Let  Boards  of  Arbitration  foster  this  spirit  of  toler- 
ance and  consideration;  let  them  keep  in  mind  the  laud- 
able hopes  and  aspirations  of  the  working  man  without 
penalizing  the  employer,  whose  right  to  a  fair  return  upon 
his  invested  capital  in  view  of  the  risks  attending  his 
business  must  be  protected,  and  who  is  entitled  to  com- 
pensation for  his  own  ability  in  addition  to  the  earning 
power  of  his  capital. 

Adna  F.  Weber:  The  fact  that  unorganized  labor 
may  in  a  degree  participate  in  a  general  advance  of  wages 
such  as  has  taken  place  since  1897  should  not  blind  us  to 
the  inadequacy  of  competition  to  secure  anything  like 
fair  wage  conditions  for  unorganized  workmen.  When 
McCulloch  wrote  that  unduly  low  "wages  in  any 
branch  of  industry  would  be  raised  to  their  proper 
level,  without  any  effort  on  the  part  of  the  workmen,  by 
the  competition  of  capitalists",^  he  of  course  knew  noth- 
ing of  the  facts  presented  to  us  of  to-day  by  Booth  and 
Rowntree  in  England  and  government  offices  or  commis- 
sions in  the  United  States.  The  miserable  pittance  won 
by  the  toil  and  privation  of  seamen,  marine  firemen  and 
dock  workers ;  the  almost  incredibly  long  hours  and  low 
wages  of  the  workmen  employed  in  some  of  the  cellar 
bakeries  of  New  York  City ;  the  bare  subsistence  wage  of 


^  Art.  "Combinations",  in  Encyclopedia  Britannica,  1823. 
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many  of  the  home  workers  in  the  clothing  trades, — do  not 
lend  much  encouragement  to  any  theory  of  wages  that 
seeks  equitable  adjustment  in  unrestrained  competition. 
And  while  the  current  productivity  theory  in  many  ways 
helps  to  a  clearer  understanding  of  industrial  relations,  it 
does  not  to  my  mind  furnish  the  practical  guidance  that 
arbitrators  of  industrial  disputes  must  have.  I  have  been 
unable  to  derive  from  the  abstract  of  Professor  Clark's 
paper  any  such  formula.  Most  of  the  modern  English 
economists  admit  (to  quote  the  words  of  Professor  Nich- 
olson) that  "there  is  no  short  simple  rule  by  which  the 
normal  rate  of  wages  in  any  employment  can  be  deter- 
mined over  a  long  period  or  in  the  long  run.  We  cannot 
assign  with  any  degree  of  precision  the  superior  and  the 
inferior  limits  between  which  it  must  lie,  and  thus  we 
cannot  fix  upon  any  point  about  which  the  market  rates 
must  oscillate." 

The  only  rule  that  has  heretofore  met  with  any  general 
acceptance  in  the  arbitration  of  wage  disputes  has  been 
the  correlation  of  wage  rates  with  prices.  This  practice 
has  long  been  followed  in  the  English  iron  trade  (and 
also  in  the  sliding  scale  in  the  American  iron  industry), 
but  has  broken  down  under  the  contention  of  the  work- 
men that  their  standard  of  living  should  have  precedence 
over  all  questions  of  profit.  In  this  country  the  question 
of  price  seldom  enters  into  consideration  among  arbi- 
trators unless  the  employers  through  combination  enjoy 
such  a  degree  of  monopoly  as  enables  them  to  control 
prices.  The  tendency  now  is  toward  the  idea  of  a  stan- 
dard of  living  as  the  basis  of  deciding  wage  disputes. 
The  wealth  and  natural  resources  of  the  country  are  so 
ample;  and  the  ability  of  the  consumers  to  pay  almost 
any  advance  in  prices  has  been  so  fully  demonstrated  in 
recent  years,  when  we  have  seen  the  volume  of  consump- 
tion increase  in  the  face  of  advances  of  50  to  100  per  cent. 


40  American  Economic  Association 

in  the  price  of  necessaries,  that  the  force  of  the  argument 
in  favor  of  a  high  standard  of  comfort  becomes  ahnost 
irresistible. 

The  practicabiHty  of  defining  at  least  the  minimum  re- 
quirements of  a  standard  of  living  seems  to  be  demon- 
strated by  Rowntree  and  other  private  investigators.  The 
labor  bureaus  have  always  been  interested  in  comparative 
cost  of  living,  and  at  recent  national  conferences  have  ap- 
pointed committees  to  prepare  a  uniform  schedule.  Still 
more  recently  the  charitable  societies  of  New  York  have 
undertaken  to  define  the  actual  requirements  of  a  living 
wage.  When  all  of  these  plans  shall  have  been  carried 
out,  arbitration  boards  or  committees  will  have  at  their 
command  an  extremely  useful  measure  of  guidance  for 
deciding  disputes  in  the  overcrowded  trades,  which  it 
might  be  expected  would  be  the  first  to  benefit  by  the 
substitution  of  judicial  inquiry  for  force  or  coercion,  as 
advocated  by  Professor  Clark.  Unfortunately,  however, 
those  are  the  employments  that  are  least  likely  to  secure 
advantages  by  the  method  of  compulsory  investigation, 
which  is  not  a  substitute  for  organized  effort  on  the  part 
of  employees.  As  a  matter  of  fact,  we  already  have  laws 
providing  for  public  investigation  of  disputes,  for  that 
method  is  authorized  in  most  of  the  statutes  creating  arbi- 
tration boards  in  the  various  commonwealths.  The  rea- 
son why  the  boards  have  not  exercised  such  authority  is 
not  far  to  seek.  Permanent  boards  of  arbitration  neces- 
sarily form  a  part  of  our  political  system  and  are  there- 
fore subject  to  local  political  pressure,  which  in  nine  cases 
out  of  ten  is  strong  enough  to  prevent  any  interference 
with  what  the  disputants  term  their  private  affairs.  Un- 
less the  dispute  causes  inconvenience  or  injury  to  the 
general  public  so  as  to  arouse  public  opinion  in  their 
support,  public  mediators  find  it  next  to  impossible  to 
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take  even  the  first  steps  toward  a  public  investigation. 
The  industries  least  affected  by  a  public  use,  and  hence 
least  likely  to  arouse  public  sentiment  in  favor  of  a  public 
investigation,  are  precisely  the  competitive  industries  with 
their  unorganized  and  overcrowded  labor  market. 

At  first,  therefore,  any  scheme  of  compulsory  investi- 
gation would  be  confined  to  the  quasi-public  utilities,  and 
it  might  be  advisable  to  limit  the  application  of  the  statute 
to  railroads,  street  railways,  gas  companies,  etc.  For 
each  dispute  there  should  be  created  a  temporary  body 
of  conciliators  or  investigators  on  the  model  of  the  Ca- 
nadian railway  labor  disputes  act  of  1903,  which  has  pro- 
duced some  excellent  results.  And  it  is  in  these  industries 
that  violence  is  most  to  be  apprehended. 

Disputes  in  industries  not  affected  with  a  public  use 
might  be  dealt  with  in  other  ways.  In  the  first  place,  they 
do  not  by  any  means  always  involve  violence,  and  it  there- 
fore seems  necessary  to  qualify  Professor  Clark's  state- 
ment that  "the  workman's  power  of  coercion  depends  on 
the  toleration  by  the  community  of  acts  of  violence." 
Last  year  there  were  in  New  York  about  fifty  successful 
strikes,  and  few  of  them,  I  am  convinced,  involved  actual 
violence.  The  most  important  dispute  of  the  present  year 
has  been  the  strike  of  the  printers  for  an  eight-hour  day ; 
but  it  has  been  almost  entirely  free  from  violence.  We 
need  to  recognize  the  difference  between  legitimate  coer- 
cion through  forms  of  ostracism  practiced  in  all  ranks  of 
society,  and  the  illegitimate  use  of  force.  A  statute  plac- 
ing some  restraint  upon  the  issuance  of  injunction  writs 
would  discourage  violence  in  the  same  way  that  the  Anti- 
Pinkerton  laws  did — i.  e.,  by  depriving  the  more  unscru- 
pulous employers  of  the  aid  of  the  government  in  protect- 
ing disorderly  strike-breakers.  Andrew  Carnegie  lately 
declared  that  it  was  a  mistake  for  an  employer  to  attempt 
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to  replace  strikers  with  new  men.  In  any  event,  the  law 
should  prevent  the  hiring  of  men  to  take  the  place  of 
strikers  without  giving  ample  notice  of  the  existence  of 
the  strike.  The  fact  is  that  our  whole  law  of  conspiracy 
as  it  affects  industrial  disputes  is  in  a  chaotic  condition. 
The  British  House  of  Commons  in  carrying  out  a  popular 
mandate  has  fully  recognized  the  workman's  claim  that 
there  exist  legitimate  means  of  coercion  not  dependent 
on  physical  force.  If  equally  liberal  laws  were  enacted 
here,  a  good  deal  of  the  injustice  that  provokes  violence 
would  disappear. 

John  A.  Ryan  :  Almost  all  of  Professor  Clark's  an- 
alysis of  the  forces  affecting  wages  is  unexceptionable. 
The  method  of  wage-adjustment  that  he  proposes  under 
the  name  of  semi-compulsory  arbitration  is  highly  desir- 
able from  the  viewpoints  of  justice,  the  public  good,  and 
the  welfare  of  labor.  There  are,  however,  certain  conclu- 
sions, chiefly  in  the  final  paragraph  of  the  summary  of 
his  paper,  which  are  not  entirely  convincing. 

I.  That  semi-compulsory  arbitration  would  cause 
wages  to  conform  more  closely  to  their  natural  standard 
than  would  any  other  method,  is  open  to  doubt.  An 
arbitration  board  would  probably  be  guided  by  the  rates 
of  wages  generally  prevailing,  rather  than  by  any  concep- 
tion of  the  natural  standard  derived  from  economic 
theory.  On  this  basis  the  wages  awarded  would  approach 
the  natural  standard  closely  or  remotely,  according  as  the 
trade  or  occupation  was  unorganized,  or  partially  organ- 
ized, or  fully  organized.  Moreover,  the  arbitrators 
would  probably  take  some  account  of  certain  other  con- 
siderations, such  as  recent  changes  in  the  cost  of  living 
and  the  undesirable  character  of  the  work.  Labor  unions 
would  probably  be  able  in  the  course  of  time  to  advance 
wages,  by  other  methods  than  those  of  physical  force, 
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thus  placing  before  the  arbitrators  new  and  higher  stan- 
dards. In  an  entirely  unorganized  and  poorly  paid  occu- 
pation, an  arbitration  board  would  probably,  at  least  in 
some  cases,  fix  wages  above  the  prevailing  and  competitive 
level.  This  probability  would  increase  in  proportion  as 
the  public  became  more  conscious  of  the  ethical  dignity  of 
the  laborer.  Only  on  the  assumption  that  wages  would 
be  advanced  farther  by  organization  under  the  present 
regime  than  by  organization  plus  a  more  enlightened 
and  humane  public  opinion  under  a  system  of  arbitration, 
is  this  conclusion  of  Professor  Clark  likely  to  be  realized. 
2.  Should  arbitration  boards  attempt  to  fix  wages  at 
the  natural  standard,  the  condition  of  laborers  as  a  class 
would  not  be  improved  nor  the  largest  practicable  meas- 
ure of  justice  achieved.  Actual  competition  is  not,  in- 
deed, perfect;  but  arbitrators  could  not  make  sufficient 
allowance  for  the  various  forces  of  inertia  and  friction  to 
make  their  awards  accord  exactly  or  even  approximately 
with  the  hypothetical  rates  of  perfect  competition.  The 
utmost  that  they  could  accomplish  in  this  direction  would 
be  to  approximate  the  wages  that  would  prevail  if  there 
were  no  monopolies  among  employers  or  unions  among 
workingmen.  In  most  of  the  organized  trades  this  would 
mean  lower  levels  of  pay  than  those  now  existing.  In 
many  of  the  industries  and  occupations  in  which  there  is 
neither  monopoly  nor  labor  unions,  the  wages  now  pre- 
vailing are  below  the  requirements  of  elementary  justice 
and  humanity.  Yet  these  rates  would  form  the  closest  ap- 
proach to  the  natural  standard  attainable  by  a  board  of 
arbitrators  at  the  present  time.  Will  the  natural  stan- 
dard of  the  future  be  higher?  We  have  no  certainty 
that  it  will.  The  editors  of  the  volume  on  "Manufac- 
tures" of  the  Twelfth  Census  tell  us  that  during  the  last 
decade  of  the  nineteenth  century  the  displacement  of  labor 
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by  new  forms  of  capital  "had  a  real  tendency  to  lower  the 
actual  average  earnings  of  the  wage-earner  in  many  of 
the  industries."  This  is  a  phenomenon  that  has  con- 
fronted society  ever  since  the  Industrial  Revolution.  And 
there  seem  to  be  no  good  grounds  for  a  confident  predic- 
tion that  free  competition  will  cause  the  future  to  differ 
essentially  from  the  past. 

3.  Professor  Clark  s^ems  to  attribute  too  much  im- 
portance to  the  factor  of  productivity  as  a  rule  of  justice, 
and  as  a  standard  for  the  guidance  of  arbitrators.  This 
is  especially  true  of  his  attitude  toward  marginal  product- 
ivity. Now  it  is  impossible  to  know  whether  the  specific 
product  of  the  laborer,  the  product  that  is  specifically  and 
entirely  due  to  the  presence  of  the  marginal  man,  the  pro- 
duct therefore  that  is  "economically  imputable"  to  him, 
is  the  true  equivalent  of  the  amount  or  proportion  that  he 
has  created.  When  the  amount  of  capital  used  by  a 
given  number  of  laborers  is  increased  the  productivity  of 
the  individual  laborer  is  said  to  increase;  yet  he  may  ex- 
pend no  more  creative  force,  as  measured  in  terms  of 
brain  and  muscle,  than  before :  why  then  say  that  he  pro- 
duces more?  The  joint  product  of  capital  and  labor  is 
not  a  composition;  it  is  more  akin  to  a  living  organism. 
Every  part  of  it  has  been  produced  by  both  factors.  What 
sufficient  warrant  is  there  for  saying  that  the  relative  pro- 
ductivity of  capital  and  labor  is  correctly  represented  in 
the  rewards  assigned  to  them  by  supply  and  demand  in 
the  conditions  of  perfect  competition,  rather  than  in  the 
conditions  of  monopoly  or  labor  unionism  ? 

4.  Even  if  the  marginal  productivity  of  any  group  of 
laborers  under  free  competition  exactly  measured  their 
actual  productivity  relatively  to  the  other  productive  fac- 
tors and  other  labor  groups,  it  ought  not  to  measure  the 
awards  of  an  arbitration  board.     Where  there  is  question 
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of  a  joint  product,  the  productivity  of  labor  stands  low- 
est, and  that  of  instruments  second  lowest,  in  the  scale  of 
ethical  titles  of  reward.  The  primary  title  of  reward,  as 
of  ownership  in  general,  is  that  of  needs.  Productivity 
is  ethically  inferior  to  effort,  sacrifice,  and  hazard.  When 
two  men  who  are  unequally  endowed  by  nature  produce 
unequal  amounts  with  proportionally  equal  efforts,  are 
they  not  equal  in  desert?  The  amount  by  which  one 
product  exceeds  the  other  is  not  due  to  the  original  source 
of  creativeness  and  responsibility  in  the  man  who  pro- 
duced it,  namely,  his  will.  It  is  due  to  a  superior  endow- 
ment of  nature  for  which  he  is  not  responsible.  Why 
then  should  he  receive  a  higher  reward  than  the  other 
man? 

It  seems  to  me,  then,  that  a  board  of  arbitrators  should 
strive  to  secure  before  all  else  a  decent  living  wage  for 
all  workers,  including  the  employer.  In  aiming  at  this 
primary  end,  they  ought,  if  necessary,  and  in  so  far  as 
practicable,  to  cut  down  profits  and  dividends  and  to 
raise  prices.  Where  the  question  of  a  living  wage  is  not 
involved,  they  ought  to  place  such  considerations  as 
effort,  sacrifice,  danger  and  disagreeableness  of  work,  be- 
fore productivity,  whether  of  labor  or  capital.  In  gen- 
eral, productivity  should  be  considered  almost  wholly 
from  the  viewpoint  of  expediency,  and  given  only  as 
much  weight  as  is  necessary  to  evoke  the  best  social 
results. 

David  I.  Green  :  As  one  in  general  sympathy  with 
Professor  Clark's  theory  of  wages  I  have  been  interested 
in  Professor  Taussig's  statements  as  an  exposition  and 
extension  of  that  theory.  Professor  Clark  tells  us  that  a 
court  of  arbitration  should  seek  to  adjust  wages  in  accord 
with   the  natural   marginal  productivity   standard.     Of 
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course  the  natural  rate  would  vary  according  to  the  cir- 
cumstances of  each  case,  and  Professor  Clark  does  not 
tell  us  how  to  find  this  rate  under  the  varying  conditions. 
This  deficiency  has  been  admirably  supplied  by  Professor 
Taussig,  whose  suggestions  as  to  what  the  court  should 
do  under  the  varied  conditions  named  seem  to  me  to  pre- 
sent not  only  the  common  sense  methods  but  the  thor- 
oughly scientific  methods  from  Professor  Clark's  stand- 
point. I  see  no  antithesis  whatever  between  them  except 
in  the  one  instance  when  Professor  Taussig  advocates  the 
acceptance  of  an  artificially  high  wage  in  cases  where  the 
employer  is  able  to  shift  the  burden  upon  the  consumer. 
I  should  agree  rather  with  Mr.  Schram,  that  a  court  of 
arbitration  should  exert  a  restraining  influence  in  such 
cases.  We  are  far  too  complacent  in  accepting  artificially 
high  prices.  The  unfortunate  condition  of  some  portions 
of  our  population,  which  has  been  referred  to  by  two  of 
the  speakers,  is  not  due  altogether  to  competition  nor  to 
the  lack  of  organization,  but  can  be  accounted  for  in  part 
by  the  fact  that  some  of  the  progress  made  by  other 
groups  has  been  at  their  expense. 

If  our  boards  of  arbitration  had  a  clearer  knowledge 
of  economic  theory  it  would  give  them  more  courage  in 
upholding  the  common  good  when  opposed  to  the  inter- 
ests of  a  limited  group. 

Jacob  H.  Hollander:  Professor  Clark's  interesting 
paper  contains  two  fundamental  assumptions  from  l:)oth 
of  which,  I  think,  many  economists  would  wish  tf>  voice 
emphatic  dissent. 

The  paper  assumes,  in  the  first  place,  that  under  normal 
conditions — by  which  is  meant  equal  competitive  pmver — 
the  wages  of  labor  tend  to  conform  to  the  product  im- 
putable to  labor.     However  plausible  and  attracti\e  is 
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this  "productivity  theory  of  wages,"  as  a  scientific  doc- 
trine, it  is  hypothetical  and  unverified,  tracing  back  to 
John  Locke's  theory  of  private  property  and  winning 
place  in  the  theory  of  economic  distribution  by  abstract 
speculation  rather  than  by  inductive  reasoning,  or  by 
concrete  corroboration. 

In  the  second  place,  even  if  competitive  equality  se- 
cured for  the  laborer  a  wage  equivalent  to  his  social 
marginal  productivity,  it  by  no  means  follows  that  a 
court  of  arbitration  should  accept  such  a  natural  wage 
for  its  standard.  Social  consciousness,  crystallized  as 
legislation,  has  never  hesitated  to  modify  the  results  of 
free  contract  in  a  manner  consonant  with  the  public  good. 
Just  as  society  has  already  determined  that  the  primary 
conditions  of  employment — the  length  of  the  working  day, 
the  use  of  women  and  children,  the  safeguarding  of  dan- 
gerous machinery — shall  be  fixed  in  accordance  with  what 
the  welfare  of  the  race  demands  rather  than  by  what  free 
contract,  even  under  the  fullest  equality,  evolves — so  a 
court  of  arbitration  may  hesitate  to  consign  a  laboring 
force  to  anything  less  than  a  standard  of  economic  de- 
cency, even  though  free  competition  should  so  determine. 

John  Martin:  Two  links  in  Dr.  Clark's  argument 
appear  to  me  to  be  very  weak.  First,  he  assumes  that 
trade  unions  cannot  ever  win  strikes  without  the  use  of 
violence.  Though  that  assumption  may  seem  justified 
if  only  the  action  of  American  unions  at  critical  times  be 
considered,  it  is  overthrown  by  the  history  of  unions  in 
countries  where  unions  have  had  a  longer  history.  Brit- 
ish unions  regularly  win  strikes  without  violence.  I 
cannot  remember,  for  example,  a  single  case  of  murder 
committed  by  a  union  in  Great  Britain  since  the  Sheffield 
outrages  in  the  sixties,  though  strikes  involving  tens  of 
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thousands  of  laborers  have  often  occurred,  and  the  men 
have  won  in  a  large  proportion  of  cases.  So  certain  is 
it  that  violence  is  not  essential  to  strike  success,  that  the 
cotton  spinners  of  Lancashire  do  not  even  picket  during  a 
strike,  because  they  know  that  people  to  fill  their  places 
cannot  be  got.  Such  picketing  is  quite  legal  in  Great 
Britain,  though  it  is  generally  forbidden  by  court  injunc- 
tion in  America.  Were  peaceful  persuasion  and  picket- 
ing fully  legalized  here,  probably  the  violence  in  strikes 
would  be  minimised;  first  justice,  then  rigorous  main- 
tenance of  order,  would,  I  think,  show  Dr.  Clark's  as- 
sumption to  be  groundless. 

The  second  link  in  his  reasoning  I  wish  to  comment 
on  is  the  suggestion  that,  if  the  laborers  refuse  to  abide 
by  the  decision  of  the  arbitrators  they  have  been  ordered 
by  the  government  to  accept,  they  shall  be  punished  by 
the  loss  of  their  jobs.  First,  in  Australasia,  where  the 
compulsory  arbitration  has  been  tried,  the  men  have  never 
yet  been  recalcitrant.  The  danger  of  their  refusal  to 
abide  by  a  decision  of  an  impartial  court  is  small,  though 
the  courts  so  far  have  had  no  scientific  rules  for  their 
guidance;  their  decisions,  according  to  the  testimony  of 
Mr.  Pember  Reeves,  have  been  made  empirically  or  by 
common  sense.  But  should  the  workmen  rebel  against 
the  decision  it  would  be  no  cure  to  turn  them  from  their 
positions.  That  is  exactly  what  they  would  want  and 
the  employers  would  resent.  Since,  presumably,  prac- 
tically all  the  men  in  the  particular  business  are  affected, 
to  declare  them  industrially  outlawed  would  kill  the  busi- 
ness and  the  employers  would  be  the  greatest  losers. 

Henry  R.  Seager:  In  reply  to  Professor  Taussig,  I 
would  urge  the  importance,  under  a  system  of  compulsory 
arbitration,  of  demanding  more  of  arbitrators  than  that 
they  adjust  the  wages  under  consideration  to  "current 
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rates"  in  kindred  employments.  Such  a  plan  lacks  the 
progressive  element  necessary  to  the  success  of  arbitra- 
tion in  a  progressive  country.  In  New  Zealand  and 
New  South  Wales,  if  wages  were  not  advanced  above 
"current  rates"  in  prosperous  times  by  the  courts  of  arbi- 
tration, wage-earners  would  be  deprived  of  their  fair 
share  of  prosperity.  It  is  necessary,  therefore,  to  agree 
whether  the  system  of  arbitration  is  to  be  general  and 
compulsory  or  merely  local  and  voluntary,  as  a  prelimi- 
nary to  agreement  as  to  the  rules  which  may  be  laid 
down  for  the  guidance  of  boards  of  arbitration. 

In  conclusion  I  desire  to  record  my  conversion  to  the 
view  that  there  is  urgent  need,  either  through  boards  of 
arbitration  or  through  legislation,  of  establishing  mini- 
mum rates  of  wages,  which  shall  insure  decent  standards 
of  living  for  all  who  are  regularly  employed,  and  present 
squarely  to  the  community  the  problem  of  providing  for 
and  training  those  who  may  be  "unemployable"  until  they 
become  able  to  earn  the  minimum  wages. 

Otto  M.  Eidlitz  :^  Compulsory  arbitration  for  the 
settlement  of  labor  disputes,  has,  up  to  date,  received  no 
very  enthusiastic  support  from  men  prominent  in  the 
ranks  of  employer  or  employed.  It  signalizes  the  intru- 
sion of  the  outsider  in  family  affairs,  with  the  possibility 
of  non-consent  by  those  vitally  interested  in  the  question 
at  issue. 

The  material  growth  of  this  country  in  the  last  ten 
years  has  been  so  unprecedented  in  the  history  of  nations 
that  we  may  fairly  consider  ourselves  pacemakers,  and 
compelled  by  virtue  of  that  fact  to  develop  for  ourselves 

^  On  account  of  its  late  receipt,  it  was  not  possible  to  insert  this 
article  in  its  proper  place  in  the  discussion. 


50  American  Economic  Association 

the  permanent  method  for  securing  "industrial  peace  with 
honor." 

Whether  any  compulsory  method  of  settlement  inaugu- 
rated by  those  outside  of  an  industry  would  secure  the 
much  to  be  desired  end,  is  at  least  a  debatable  question. 
In  my  opinion  we  are  going  through  a  period  of  stress 
as  well  as  a  formative  period,  and  no  fixed  rule  can  as  yet 
be  evolved  for  the  settlement  of  labor  questions  on  ac- 
count of  the  extreme  diversity  of  the  problems  that  pre- 
sent themselves,  even  though  the  fundamental  factor  of 
capital  and  labor  is  always  present.  The  remedy,  if  it  is 
to  be  beneficial  and  lasting,  must  be  developed  by  prac- 
tical and  actual  test  and  amended,  revised  or  discarded  as 
experience  will  teach.  Whatever  the  plan  proposed  may 
be  for  the  settlement  of  labor  disputes  in  any  industry, — 
that  industry  should  have  ample  time  to  demonstrate  con- 
clusively its  inability  within  itself  to  settle  such  disputes, 
due  consideration  being  given  always  to  the  outside  in- 
terests, directly  or  indirectly  involved. 

The  ever-present  menace  to  industrial  peace  is  the  in- 
herent selfishness  of  human  nature,  and  one  of  the  surest 
antidotes  is  fear.  In  other  words,  for  any  industry  to 
be  at  peace,  both  sides  of  the  house  must  be  thoroughly 
organized  and  all  their  dealings  with  each  other  must  be 
tinged  with  apprehension. 

This  condition  is  of  prime  importance  in  the  building 
and  allied  industries,  railroads,  public  service  corpora- 
tions, etc.,  and  but  less  so  in  manufacturing  interests 
where  daily  attendance  in  the  same  place  under  the  same 
conditions  bring  the  all  powerful  factor  of  habit  to  make 
for  a  peaceful  attitude.  Moreover  the  personal  equa- 
tion of  the  management  is  of  far  greater  import  when 
exercised  within  the  factory  or  shop. 

Perhaps  the  nearest  approach  to  compulsory  arbitra- 
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tion  in  this  country  is  the  present  arbitration  agreement 
between  the  Building  Trades  Employers'  Association  of 
the  City  of  New  York  and  the  Unions  of  the  Building 
Trades.  This  plan  for  the  arbitration  of  trade  disputes 
has  been  characterized  as  compulsory  arbitration  by  many 
of  the  leaders  of  the  trades  unions,  and  for  the  reason 
that  the  Employers'  Association  compelled  the  acceptance 
of  an  arbitration  agreement  by  a  number  of  unions 
through  the  medium  of  a  lock-out. 

Two  years  after  the  acceptance  of  this  Arbitration 
Plan  on  the  part  of  the  unions,  a  convention  was  held, 
and  the  agreement  was  amended  in  many  particulars. 
Since  the  holding  of  this  convention,  the  Arbitration  Plan 
can  properly  be  termed  a  voluntary  and  mutual  agree- 
ment. 

The  Employers'  Association  is  avowedly  on  record  as 
determined  to  maintain  this  arbitration  agreement  at  any 
cost  rather  than  permit  a  return  of  the  conditions  exist- 
ing previous  to  the  year  1903  and  has  repeatedly  punished 
its  own  members  who  have  transgressed.  The  labor  side 
have  shown  their  good  faith  by  refusing  aid  to  an  offend- 
ing union  and  thus  compelling  acquiescence. 

Some  idea  of  the  magnitude  of  the  problem  presented 
in  the  proposition  of  compulsory  arbitration  may  be  ob- 
tained by  a  consideration  of  the  work  performed  by  the 
New  York  Building  Trades  Arbitration  Board. 

During  the  year  ending  November  30th,  1906,  433 
complaints  were  filed  with  the  Secretary  of  the  General 
Arbitration  Board.  Of  these  complaints,  133  were  ad- 
justed by  the  Secretary,  and  247  received  the  considera- 
tion of  the  Executive  Committee.  The  Executive  Com- 
mittee, composed  of  six  employers  and  six  employees,  dis- 
posed of  these  247  cases  by  holding  six  meetings  per 
month,  the  meetings  averaging  three  and  one-half  hours' 
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duration — a  total  of  240  hours  in  disposing  of  247  cases. 
During  this  time  four  cases  were  referred  to  Special  Ar- 
bitration Boards.  In  hearing  these  cases,  the  Special 
Boards  averaged  six  meetings  of  four  hours'  duration 
each,  in  taking  testimony,  and  the  record  of  the  cases 
averaged  from  50  to  600  folios.  The  protection  of  the 
Arbitration  Plan  was  removed  from  52  jobs  as  a  result 
of  violations  of  the  provisions  of  the  Arbitration  Plan  or 
trade  agreements  on  the  part  of  owners  or  contractors 
not  members  of  the  Building  Trades  Employers'  Asso- 
ciation. Strikes,  however,  were  called  in  very  few  of 
these  cases,  a  satisfactory  adjustment  of  the  question  in 
dispute  being  arrived  at  immediately  upon  the  announce- 
ment of  the  action  of  the  Executive  Committee. 

Compulsory  arbitration  in  the  business  of  erecting  and 
construction  of  buildings  must  of  necessity  result  in  a 
uiliform  rate  of  wages  for  every  competitive  district. 
The  competitive  districts  in  the  building  industry  are 
limited,  for  the  reason  that  buildings  cannot  be  trans- 
ported from  place  to  place,  but  in  manufacturing  indus- 
tries the  competitive  district  is  world-wide  and  compul- 
sory arbitration  on  State  lines  could  not  be  successful. 
Arbitration  of  disputes  affecting  wages  and  hours  of 
labor  and  affecting  cost  of  production  under  state  con- 
trol could  not  be  successful  in  ninety  per  cent  of  the 
manufactures  of  the  country. 

With  Government  regulation  of  rates  and  control  of 
transportation,  and  the  continued  tendency  on  the  part 
of  the  National  Government  to  investigate,  inspect  and 
regulate  private  enterprise,  any  attempt  to  regulate  con- 
ditions of  employment  for  labor  by  boards  of  arbitration, 
with  power  to  enforce  decisions  or  awards,  would  spell 
disaster  to  industry  and  the  risk  of  loss  to  America  of 
the  markets  of  the  world.     Furthermore,  it  is  a  grave 
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question  whether  there  would  be  any  legal  way  of  bind- 
ing trade  unions  to  comply  with  the  compulsory  arbitra- 
tion law  and  whether  organized  labor  would  not  con- 
sider it  a  form  of  bondage  against  which  the  working 
man  would  rebel. 

Therefore,  during  the  present  prosperous  condition  of 
the  country  and  while  each  industry  is  solving  the  labor 
problem  in  its  own  way,  either  conclusively  or  tentatively, 
I  feel  that  voluntary  arbitration  of  labor  disputes  based 
upon  the  joint  agreement,  both  sides  depositing  a  cash 
forfeit  as  a  guarantee  of  good  faith,  is  the  extreme  limit 
to  which  we  can  go  with  safety  to  industry  and  the  liberty 
of  the  individual. 


ROUND  TABLE  MEETINGS. 

The  Round  Table  Meeting  on  Higher  Commercial 
Education  was  held  in  the  Rhode  Island  Historical  So- 
ciety Building,  at  3  p.  m.,  with  Joseph  French  Johnson  as 
chairman.  The  chairman  announced  that  after  corre- 
spondence with  various  members  of  the  Association  he 
had  distributed  the  following  memorandum  as  a  basis 
for  discussion : 

Joseph  French  Johnson  :  It  is  proposed  that  the 
following  two  topics  should  be  considered : 

(i)  Can  and  should  education  for  business  be  placed 
upon  a  professional  basis  ? 

(2)  The  relative  value  of  theoretical  and  practical 
work. 

It  is  suggested  that  there  should  be  at  the  outset  some 
agreement  as  to  the  meaning  of  the  words  theoretical, 
practical  and  professional.  Accordingly  I  submit  the  fol- 
lowing attempts  at  definition : 

Theoretical  work.  By  this  is  meant  the  explanations 
of  phenomena  rather  than  the  acquisition  of  information 
or  study  of  facts.  In  Political  Economy  theoretical  work 
is  concerned  with  the  theories  of  value,  prices,  wages, 
profits,  etc.,  it  being  assumed  that  the  student  has  an 
adequate  knowledge  of  the  facts  to  be  explained. 

Practical  work.  By  this  I  understand  the  study  of 
facts  and  operations  of  business  organisms.  For  example, 
theoretical  work  in  banking  seeks  to  make  clear  the  rea- 
sons why  the  rate  of  discounts  fluctuates,  why  loans  and 
deposits  increase  in  good  times;  why  panics  cause  high 
rates  of  interest  and  low  prices ;  why  excessive  bank  re- 
serves lead  to  the  exportation  of  gold,  etc.     The  end  of 
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practical  work  in  banking  is  to  make  the  student  familiar 
with  the  actual  operations  of  a  bank,  with  the  different 
duties  of  the  bank  employees,  with  the  arithmetic  of  for- 
eign exchange,  with  bank  book-keeping,  with  the  laws 
governing  the  administration  of  banking  institutions,  etc. 

Everyone  will  doubtless  admit  that  there  should  be  a 
combination  of  theoretical  and  practical  work,  but  on 
which  is  the  greater  emphasis  to  be  put,  and  to  which 
ought  the  greater  amount  of  time  to  be  given?  Which 
will  be  likely  to  prove  the  more  important  or  valuable  to 
the  student  in  later  life? 

Professional.  A  profession  I  understand  to  be  a  call- 
ing which  cannot  be  successfully  undertaken  by  a  young 
man  unless  he  has  first  completed  a  course  of  study  in- 
tended to  give  him  a  lot  of  special  or  technical  informa- 
tion not  possessed  by  the  average  man,  and  not  to  be 
easily  acquired  by  experience.  Education  for  law,  medi- 
cine, dentistry,  veterinary  surgery,  engineering,  is,  for 
example,  on  a  professional  basis,  for  schools  exist  for  the 
sole  purpose  of  preparing  men  for  these  callings,  and  it 
is  generally  admitted  that  school  training  is  necessary  to 
their  successful  pursuit.  I  know  of  only  one  group  of 
business  men  who  are  seeking  to  place  their  calling  on  a 
professional  basis,  namely,  the  public  accountants.  In 
their  case  the  incentive  has  come  from  the  recent  enact- 
ment of  state  laws  providing  that  official  certificates  of 
proficiency  shall  be  given  to  men  who  successfully  pass 
certain  examinations  on  accounts  and  commercial  law. 
The  question  arises,  is  it  possible  for  schools  to  prepare 
men  for  the  profession  of  accountancy  to  the  same  extent 
that  law  schools  prepare  them  for  the  practice  of  law? 
If  so,  what  should  be  the  scope  of  the  instruction  ? 

Again,  can  or  should  schools  prepare  young  men  for 
the  calling  of  the  banker?     No  school  may  now  be  in 
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existence  capable  of  supplying  all  the  necessary  instruc- 
tion, but  might  not  such  a  school  be  created,  and  would 
it  be  worth  while  ? 

The  Chairman  then  invited  questions  and  discussion, 
and  for  half  an  hour  there  was  an  interesting  but  entirely 
informal  exchange  of  views  and  opinions.  Some  of  the 
speakers  insisted  on  the  importance  of  preserving  the 
culture  element  in  commercial  education,  while  others 
seemed  more  impressed  with  the  difficulty  of  getting  any 
educational  value  out  of  some  of  the  subjects  which  have 
a  place  in  our  schools  of  commerce.  Do  not  our  larger 
universities  already  offer  practically  all  that  is  worth 
while  or  that  is  possible  in  the  field  of  commercial  edu- 
cation ?  What  should  the  curriculum  of  a  school  of  com- 
merce contain  that  is  not  already  found  among  the  elect- 
ives  of  many  of  our  universities  ?  The  discussion  of  these 
questions  led  Mr.  Cleveland  to  present  a  tentative  outline 
of  a  curriculum  for  a  college  course  designed  to  fit  young 
men  for  business.  Mr.  Cleveland's  scheme  and  his  re- 
marks furnished  the  topic  for  the  greater  part  of  the  suc- 
ceeding discussion.  Among  those  who  spoke  were  F.  W. 
Taussig,  Harvey  S.  Chase,  H.  S.  Person,  John  Cum- 
mings,  J.  W.  Crook,  E.  Wambaugh,  Henry  D.  Sharpe, 
and  Charles  W.  Mixter.  The  remarks  of  Mr.  Cleveland 
and  others  follow : 

F.  A.  Cleveland  :  Before  attempting  to  state  a  con- 
clusion as  to  whether  the  university  should  undertake  the 
demand  for  a  professional  school  of  accountancy,  I  under- 
took tentatively  to  arrange  a  curriculum.  As  a  result  of 
such  inquiry  the  conclusion  reached  is  that  a  distinct  de- 
partment or  school  may  be  organized  which  would  have 
a  dignity  and  educational  value  equal  to  that  of  any  pro- 
fessional  or  technical  school   or  department  at  present 
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recognized.     To  give  concreteness  to  discussion,  there- 
fore, I  present  the  tentative  curriculum  thus  formulated : 

REQUIRED  COURSES 
Num- 
ber Ac-  In-  Trans-  Public 
LIST  OF  COURSES              Of-       count-      sur-        Cora-     porta-       Fi-     Busi" 
TO  BE  OFFERED               fered       ancy       ance       merce      tion      nance    ness 

I.  Professional    Courses...  34  18  10  6  12  10  8 

II.  Scientific    Courses 38  10  10  16  14  13  16 

III.  History    5  i  4  4  2  2  4 

IV.  Language    8  2  4  2  '4  2 

V.  Mathematics    4  i  4  i 

VI.  Logic    I 

Total    90        30        30        30        30        30      30 

Entrance  requirements  to  be  the  same  as  for  Freshman 
Class  in  other  regular  departments  of  the  University.  In 
case  the  other  Professional  and  Technical  Schools  of  an 
institution  require  the  bachelors  degree  for  entrance,  this 
department  should  also  be  put  on  the  same  plane.  Forty- 
semester  courses  of  three  hours  per  week  necessary  to 
graduation  —  thirty  courses  being  required,  and  ten 
courses  being  elective.  On  graduation  the  degree  of 
Bachelor  of  Science  in  Administration  (B.S.A.)  Bachelor 
of  Science  in  Accountancy  (B.S.Ac.)  or  some  similar 
title  to  be  granted.  Should  the  school  or  department  be 
put  on  a  post  graduate  basis,  on  successful  completion  of 
two  years'  work,  a  degree  of  Master  of  Administrative 
Science  (M.A.S.)  or  Master  of  Public  Accountancy 
(M.P.A.)  might  be  conferred;  or  on  completion  of  a 
four  year  course  the  degree  of  Doctor  of  Administrative 
Science  (D.A.S.)  or  Doctor  of  Public  Accountancy 
(D.P.A.). 

Each  of  the  established  professions  has  grown  up  in 
response  to  a  demand  for  a  specialized  form  of  advisory 
service.  The  profession  of  public  accountancy — the  new 
profession  which  has  arisen  in  response  to  the  demand 
for  competent  advisers  on  matters  of  financial  integrity 
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and  industrial  control — requires  a  broad  scientific  and 
professional  training.  The  many  men  looking  toward 
administration  as  a  career  are  also  seeking  an  educational 
equipment  for  this  career.  Several  of  the  Universities 
have  established  departments  of  instruction  grouped 
around  economics  and  political  administration,  but  so  far 
none  has  had  distinctly  in  mind  the  demand  which  is 
made  the  present  subject  of  conference — the  demand  for 
specialization  which  would  put  the  science  of  adminis- 
tration on  a  footing  of  equality  with  botany,  zoology, 
physics,  or  chemistry — the  demand  which  would  put  the 
profession  of  public  accountancy  on  an  educational  equal- 
ity and  dignity  with  law,  medicine,  and  engineering. 

The  objections  urged  against  the  institution  of  such  a 
department  or  school  in  the  University  may  be  resolved 
into  two  general  propositions :  ( i )  That  this  would  mean 
high  specialization  from  the  beginning  of  the  freshman 
year  for  those  who  are  about  to  enter  on  administration 
or  professional  work;  and  (2)  that  in  a  University  a  de- 
partment which  teaches  economics  should  aim  primarily 
to  give  instruction  which  would  lead  to  good  citizenship 
rather  than  to  money  making  or  private  welfare.  Both  of 
these  are  reasons  for  eliminating  all  professional  speciali- 
zation from  the  college  course,  and  therefore  both  objec- 
tions would  be  met  by  placing  the  school  of  administrative 
science  and  accountancy  on  the  same  basis  as  are  those 
schools  already  established. 

But  let  us  critically  examine  the  arguments  of  those 
who  advocate  the  old  form  of  stereotyped  classical  course 
which  is  adverted  to  as  desirable  because  it  furnishes  a 
"liberal  education".  These  persons  assume  to  oppose 
what  they  term  "early  specialization".  In  arguing  thus, 
however,  the  advocate  of  the  "classical  school"  forget 
that  from  every  point  of  view  the  old  time  "classical" 
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course  is  the  most  highly  specialized  course  in  the  cur- 
riculum. It  was  not  till  science  knocked  at  the  doors  of 
the  academy  and  was  admitted  that  the  universal  college 
department  offered  a  truly  liberal  course  of  instruction — 
one  that  was  equally  well  adapted  to  the  educational  uses 
and  cultural  ends  of  all  men  who  would  devote  themselves 
to  intellectual  work. 

We  turn  now  to  citizenship.  What  is  a  prerequisite 
to  good  citizenship?  Should  the  schools  direct  the  ener- 
gies and  attention  of  students  to  baseless  theories  and  to 
the  fabrications  of  dreamers  or  should  the  future  good 
citizen  come  to  know  institutions  as  they  exist  and  to  have 
an  intelligent  interest  in  their  affairs?  The  "man  of 
learning"  has  had  his  interest  stimulated  in  ideas  and 
concepts  that  are  so  far  removed  from  institutional  life, 
that  he  fairly  abhors  the  name  of  government.  What  is 
the  result  ?  ( i )  Corporate  misrule  and  a  continued  re- 
currence of  institutional  infidelity  which  has  given  cause 
to  man  to  doubt  the  integrity  of  his  fellows.  This  is  the 
result  of  the  false  training  of  our  schools  and  colleges. 
There  is  no  department  that  would  contribute  so  much  to 
public  honesty  and  private  honor  as  a  school  of  adminis- 
trative science  and  accountancy — a  school  which  would 
not  only  train  men  in  the  science  of  institutional  organiza- 
tion and  management,  but  also  in  the  methods  of  intel- 
ligent and  effective  control. 

Henry  D.  Sharpe:  It  is  an  error  to  try  to  classify 
accounting,  either  the  present  or  the  future,  as  a  liberal 
profession,  for  you  do  not  help  either  accounting  or  the 
liberal  professions  which  are  and  should  be  in  a  class  by 
themselves.     Business  men  demand  of  accountants. 

First.  A  general  education,  depending  upon  the  class 
of  accounting  which  the  individual  is  to  serve.     In  the 
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more  ordinary  classes  of  accounting  of  course  a  High 
School  training  would  serve,  but  in  the  higher  classes, 
both  of  the  present  and  the  future,  the  young  man  should 
have  a  bachelor's  degree ;  the  more  general  and  broad  his 
education  the  better. 

Second.  A  specialized  training  in  the  principles  and 
various  elaborations  of  accounting  practices,  following 
the  attaining  of  a  bachelor's  degree.  The  ambitious  busi- 
ness man  of  to-day,  and  probably  more  in  the  years  to 
come,  will  manage  his  business  through  the  corporation 
form.  As  assistants  to  administer  his  business  he  desires 
a  corp  of  specialists,  say  a  designing  engineer,  a  man  to 
manage  the  working  force,  a  man  skilled  in  selling  to 
manage  the  distribution  of  his  goods,  etc.,  and  lastly  he 
does  and  will  require  a  man  skilled  in  accounting.  Ac- 
counting is  as  important  a  part  of  the  business  in  its  way 
as  the  work  of  any  other  specialist.  As  a  preparation 
for  this  work  the  shorter  the  course  can  consistently  be 
made  the  better  for  the  young  man,  and  later  for  the 
business  into  which  he  is  to  go.  All  accounting  work 
must  conform  to  the  case  to  which  it  is  to  be  applied.  One 
can  learn  at  a  school  the  best  principles  and  a  variety  of 
practices,  but  he  can  never  learn  all  practices  or,  what  is 
better,  get  the  experience  of  putting  training  into  effect. 

In  conclusion,  I  feel  that  manufacturers  of  to-day  will 
welcome  a  class  of  good  accountants  if  the  schools  will 
produce  them,  but  good  management  of  business,  after 
all,  is  only  the  application  of  common  sense  and  experi- 
ence. We  cannot  map  out  any  lengthy  course  which  is 
going  to  create  business  men. 

Charles  W.  Mixter:  My  objection  to  Prof.  Cleve- 
land's scheme  is  entirely  grounded  on  the  fact  that  it  is 
put  forward  as  an  undergraduate  course  leading  to  a 
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baccalaureate  degree.  Our  first  business  in  colleges, 
which  must  be  performed  anyway  whatever  else  we  do 
or  leave  undone,  is  to  educate  for  citizenship  and  for  life. 
Such  a  highly  specialized  course  of  vocational  studies  for 
undergraduates  as  has  been  just  now  recommended  to 
us,  is,  I  submit,  an  educational  monstrosity.  I  might 
accept  it  heartily,  with  a  few  modifications,  as  a  post- 
graduate plan  of  study ;  but  as  a  course  for  undergradu- 
ates, I  feel  constrained  to  protest  against  it.  I  do  not 
believe  that  business  itself  can  be  taught  in  schools;  but 
certainly  advanced  instruction  in  accounting  and  other 
commercial  subjects,  in  their  proper  place,  is  a  good  thing. 

It  is  asked,  what  shall  be  done  for  those  students  who 
have  not  the  time,  money,  or  inclination  to  take  a  regular 
college  course  before  taking  a  higher  specialized  course  in 
commerce?  In  reply,  we  should  continue  to  do  what  we 
are  doing  now,  for  them  and  others  like  them.  Let  them 
go  from  the  high  school  or  academy  to  the  vocational 
school,  omitting  the  college  course  altogether.  It  was  a 
mistake  for  the  legislatures  ever  to  have  given  to  the 
technical  schools  the  right  to  grant  the  degree  of  Bachelor 
of  Science.  Their  degrees  should  have  been  Civil  Engi- 
neer, Mechanical  Engineer,  and  the  like.  Let  the  im- 
proved higher  school  of  commerce,  taking  the  place  of  the 
ordinary  so-called  business  college,  grant  some  similar 
degree;  but  not  the  degree  of  Bachelor  of  Science — and 
let  is  not  be  called  a  college  course. 

Something  said  by  one  of  the  speakers  about  graduates 
of  Higher  Commercial  Schools  connected  with  colleges 
getting  advanced  pay  immediately  upon  graduation  be- 
cause of  their  special  training,  reminds  me  of  a  danger  to 
economics  itself  arising  from  the  establishment  of  such 
schools.  Economics  as  taught  in  institutions  of  learning 
in  the  past  has  always  taken  the  social  point  of  view;  it 
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has  been  political  economy,  a  branch  of  statesmanship,  a 
training  for  citizenship.  There  is  another  thing  somewhat 
similar  to  it  in  form,  but  wholly  different  in  spirit,  which 
Aristotle  called  — as  translated  by  Jowett — "the  art  of 
money  making".  If  by  reason  of  these  new  practical 
tendencies  in  education  our  collegiate  economic  teaching 
becomes  in  time  imbued  through  and  through  with  the 
spirit  of  the  "art  of  money  making" — if  chrematistics  are 
taught  in  place  of  economics — it  will  have  been  an  un- 
happy day  when  higher  commercial  education  was  first 
thought  of. 

We  need  to-day  to  teach  economics  for  its  higher  pur- 
pose as  never  before.  We  need  to  teach  all  of  the  liberal 
studies  along  with  it  to  give  men  broad  views  of  them- 
selves and  society,  and  to  keep  them  from  being  grafters. 
An  educational  system  wholly  given  over  to  technical 
studies  and  the  commercial  branches  would  make  a  nation 
of  barbarians.  Too  many  of  our  men  in  leading  posi- 
tions of  responsibility  are  already  semi-barbarians;  they 
are  not  educated. 

To  conclude:  as  a  compromise  between  the  ideals  of 
education  and  the  pressure  from  the  outside  for  "prac- 
tical" instruction,  I  suggest  that  the  chief  subjects  taught 
in  the  so-called  business  colleges  be  incorporated  in  a  four 
years'  course  in  the  regular  colleges.  That  will  not  dilute 
a  real  college  training  very  much  and  will  induce  many 
to  go  to  college  who  otherwise  would  not  go  at  all.  Ac- 
counting (which  is  much  more  nowadays  than  mere  book- 
keeping) should  be  taught  generally  to  a  greater  or  less 
extent  in  all  our  schools.  A  widely  diffused  knowledge 
of  accounts  will  promote  thrift  and  constitute,  as  Pro- 
fessor Cleveland  truly  maintains,  one  of  the  chief  forces 
making  for  righteousness,  both  in  public  and  private 
business. 
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James  W.  Crook  :  The  question  of  commercial  train- 
ing and  college  training  has  importance  to  the  practical 
educator  from  several  standpoints.  In  the  first  place, 
one  trained  according  to  the  traditional  conceptions  of  a 
college  course  finds  it  difficult  to  admit  that  courses  deal- 
ing with  the  practical  activities  of  business  life  can  be  in- 
troduced which  shall  have  anything  like  the  same  broad 
training  power  as  the  so-called  humanities.  I  hope,  how- 
ever, that  those  who  believe  that  such  courses  can  be  given 
will  not  tire  in  the  work  of  propaganda.  In  the  second 
place,  the  popularization  of  education  has  brought  an  in- 
creasing number  of  men  into  the  colleges  who  expect 
ultimately  to  enter  business  life.  Hence  there  is  a  strong 
demand  for  courses  which  shall  give  some  definite  train- 
ing in  the  practical  activities  of  business  life.  I  have  felt 
the  pressure  at  Amherst  and  I  have  come  to  believe  that 
there  is  a  field  for  college  work  that  should  engage  the 
serious  attention  of  educators.  From  this  standpoint  I 
value  Mr.  Cleveland's  plan  as  suggestive. 

On  the  other  hand  there  is  a  great  body  of  young  men 
who  are  all  in  the  earlier  stages  of  business,  such  as  bank 
clerks,  who  have  never  been  to  college,  and  who  are  in 
serious  need  of  a  broader  outlook  upon  life  than  their 
particular  occupation  affords  them.  I  am  of  opinion  that 
the  colleges  should  earnestly  endeavor  to  bring  to  these 
classes  opportunities  for  study  and  discussions  which  shall 
convey  some  cultural  and  broadening  effects. 
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The  Round  Table  Meeting  on  Transportation  was 
held  in  Rockefeller  Hall,  at  3  p.  m.,  with  Frank  Haigh 
Dixon,  Dartmouth  College,  as  Chairman.  The  subject 
was  the  Administration  of  the  New  Interstate  Commerce 
Act.  The  discussion  was  opened  by  William  Z.  Ripley, 
Harvard  University,  who  presented  the  problems  still 
awaiting  solution  under  the  four  heads  of  the  long  and 
short  haul  clause,  pooling,  pressure  for  new  capital  in  the 
form  of  short  term  notes,  convertible  bonds  and  the  like, 
and  anti-stock-watering  laws  that  should  prevent  infla- 
tion. The  discussion,  which  was  quite  informal,  lasted 
nearly  two  hours  and  was  generally  participated  in. 
Among  those  who  took  part,  in  addition  to  Mr.  Ripley 
and  the  Chairman,  were  M.  H.  Robinson  of  the  Univer- 
sity of  Illinois,  M.  O.  Lorenz  of  the  University  of  Wis- 
consin, and  Royal  Meeker  of  Princeton  University. 
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The  Round  Table  Meeting  on  "Money  and  Banking" 
was  held  in  Maxey  Hall,  December  27th,  1906,  at  3  p.  m., 
Mr.  Davis  R.  Dewey  presiding.  The  Chairman  made  a 
few  introductory  remarks  explaining  the  nature  of  the 
meeting,  and  then  introduced  Mr.  Maurice  L.  Muhleman 
of  New  York,  who  opened  the  discussion  on  the  subject  of 
"The  Currency  Reform  Plans  before  Congress".  Mr. 
Muhleman  was  followed  by  Mr.  Henry  W.  Peabody  of 
Boston,  and  Mr.  William  C.  Cornwell  of  New  York.  The 
following  persons  also  participated  in  the  discussion: 
Don  C.  Barrett,  Davis  R.  Dewey,  Henry  Farquhar,  Henry 
B.  Gardner,  Jacob  H.  Hollander,  J.  W.  Jenks  and  E.  W. 
Kemmerer. 

Maurice  L.  Muhleman  :  The  present  agitation  for 
currency  reform  is  due  to  the  recurrence  in  acute  form  of 
the  manifestation  of  the  effect  of  the  inelasticity  of  vol- 
ume of  our  currency.  Abnormal  and  erratic  interest 
rates,  menacing  all  business  interests,  are  traceable  di- 
rectly to  this  condition  in  our  money  supply,  showing 
conclusively  that  the  amendment  of  our  bank-note  laws 
is  imperatively  necessary. 

In  New  York  City  the  rate  for  "call  money"  (i.  e., 
loans  repayable  on  demand,  secured  by  deposits  of  stocks 
and  bonds  as  collateral)  has  in  recent  years  been  as  low 
as  "I  of  I  %  and  as  high  as  186  %  ;  in  the  past  decade  the 
minimum  rate  has  only  once  been  as  high  as  2%,  and  the 
maximum  as  low  as  6%.  The  rate  for  similarly  secured 
time  loans  has  fluctuated  between  1^  %  and  10  %  ;  that 
for  ordinary  commercial  paper  between  2^  %  and  10  %. 

At  interior  points  the  money  rates  show  no  such  ex- 
tremes, but  are  measurably  affected  when  the  extreme 
rates  prevail  in  the  chief  center ;  and  rates  are  continually 
higher  than  the  normal  rates  there,  the  excess  increasing 
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with  the  distance  from  New  York.  Thus  in  the  middle 
west  6  %  is  regarded  as  a  reasonable  rate;  in  Denver 
12  %  money  is  not  deemed  exorbitant;  while  in  sections 
remote  from  banking  centers  1 5  %  is  not  an  unusual  rate. 

The  very  low  rates  in  New  York  occur  when,  owing 
to  slackening  of  demand  in  the  interior,  banks  there  send 
the  surplus  funds  to  banks  in  the  center,  practically  from 
January  to  June.  The  resulting  congestion  stimulates 
speculation  and  expansion  of  "call"  loans.  When,  dur- 
ing the  other  half  of  the  year,  the  crops  are  to  be  gathered 
and  moved,  interior  demands  increase,  and  a  return  of 
funds  is  necessary.  Then  New  York  banks  must  "call" 
loans ;  rates  rise,  collateral  is  frequently  sacrificed  and  we 
have  almost  annually  an  acute  crisis. 

The  evil  is  not  a  new  one;  we  have  had  it  with  us, 
more  or  less,  for  the  greater  part  of  a  century.  The 
less  developed  sections  have  periodically  demanded  a 
larger  volume  of  money,  upon  the  assumption  that  the 
inequality  in  interest  rates  has  been  due  to  an  insufficient 
supply.  But  the  great  increase — from  $21.41  per  capita 
to  $32.32  per  capita — from  1896  to  1906,  has  not  served 
to  solve  our  problem ;  nor  has  the  permission  to  establish 
small  national  banks  (Act  of  1900)  improved  conditions 
as  much  as  was  expected.  A  credit-note  system  alone 
can  furnish  a  rational  solution. 

Contrast  ours  with  other  systems :  the  Canadian,  oper- 
ating under  almost  identical  natural  conditions,  where 
such  fluctuations  never  occur  and  rates  in  the  far  west 
are  only  slightly  higher  than  in  Montreal;  the  French, 
under  which  a  3  %  rate  has  been  steadily  maintained  for 
a  series  of  years ;  the  German,  where  the  present  7  % 
rate  is  regarded  as  dangerous,  and  indirectly  due  to  the 
conditions  here. 

These   countries   have,   however,   credit-note   systems 
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and  efficient  regulating  mechanisms,  both  of  which  we 
lack;  and  we  appear  also  to  lack  the  sagacity  to  provide 
ourselves  with  these.  We  even  ignore  our  own  experi- 
ence ;  for  our  Bank  of  the  United  States  was  an  efficient 
regulating  device,  as  unprejudiced  examination  of  its 
operations  will  readily  demonstrate. 

The  large  number  of  individual  banking  concerns  here 
(6,200  national  and  15,000  others)  render  the  adoption 
of  the  Canadian  system  in  toto  impracticable;  but  the 
credit-note  feature  serves  us  as  an  excellent  example. 
Moreover  the  very  fact  that  we  have  so  many  independent 
banks  makes  central  regulation  necessary;  direct  regula- 
tion by  the  government  cannot  be  as  efficient  as  that  of 
a  central  bank. 

Hence  the  urgent  recommendation  for  such  an  institu- 
tion, to  be  owned  by,  and  to  deal  with,  the  banks  and  the 
government  exclusively,  under  control  of  the  latter;  to 
issue  currency,  rediscount  for  banks,  hold  government 
funds,  etc.  This  has  not  as  yet  found  favor  with  Con- 
gress. 

Objections  to  the  central  bank  system  are  not  founded 
in  reason;  sentiment  against  it  has  been  artificially  cre- 
ated through  lack  of  information.  The  destruction  of 
the  Bank  of  the  United  States  by  the  Jackson  regime, 
instead  of  remedying  the  supposed  defects  in  the  system, 
was  criminal,  and  was  logically  followed  by  disaster.  The 
people  in  1840  favored  its  re-establishment  and  only  the 
death  of  Harrison  and  the  apostacy  of  Tyler  prevented 
that  consummation.  Thereafter  the  sub-treasury  system 
was  adopted  and  public  opinion  was  trained  to  believe  in 
the  Jackson  bogie. 

Education,  based  upon  the  example  of  the  Bank  of 
the  United  States  and  other  efficient  systems,  will  remove 
the  sentimental  objection ;  and  if  the  functions  of  the  pro- 
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posed  bank  are  limited,  as  indicated,  the  further  objec- 
tion that  the  business  of  individual  banks  would  be  inter- 
fered with,  is  also  obviated.  Conditions  are  rapidly  be- 
coming so  intolerable  that  central  regulation  is  impera- 
tive; if  the  bank  plan  is  not  adopted,  direct  government 
regulation  will  be. 

Our  present  bank  currency  lacks  the  essentials  of  such 
an  issue;  it  will  not  adapt  itself  in  volume  to  business 
needs,  supplementing  the  metallic  and  other  fixed  money 
supply  when  required.  Based  as  it  is  upon  government 
bonds  it  is  a  speculative  medium,  the  volume  depending 
absolutely  upon  the  measure  of  profit  in  dealing  in  bonds ; 
the  increase  is  frequently  largest  when  demands  are  low- 
est ;  hence  it  brings  about  inflation.  The  increase  of  over 
300  millions  of  this  currency  since  1900  has  been  sub- 
stantially a  continuous  one;  no  contraction  took  place 
during  the  slack  business  seasons.  Abnormally  cheap 
money  followed;  speculative  expansion,  as  usual,  grew 
fully  up  to  the  increased  money  supply.  This  now  con- 
stitutes a  serious  menace. 

Moreover,  unless  the  bonded  debt  is  increased,  the  fur- 
ther issue  of  bond-secured  notes  cannot  be  provided 
for;  the  growth  of  our  Treasury  surplus  calls  for  reduc- 
tion of  debt.  As  the  supply  of  bonds  diminishes  the 
price  will  rise,  wiping  out  the  profit  on  note-issuing;  in- 
jurious contraction  will  follow.  The  banks  hold  600 
millions  (out  of  925  millions)  of  the  public  debt  acquired 
by  them  under  the  law,  almost  compulsorily ;  these  should 
not  be  depreciated  by  new  legislation. 

Hence  the  plan,  recommended  by  the  New  York  Cham- 
ber of  Commerce,  the  American  Bankers'  Association, 
and  the  Banking  Committee  of  the  House  of  Represen- 
tatives, now  pending  in  Congress,  proposes  to  eliminate 
gradually  the  bond-security  requirement.     This  plan  is: 
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1.  National  banks  having  been  in  business  at  least  one 
year,  and  having  a  surplus  fund  equal  to  at  least  20  %  of 
their  capital,  may  issue  notes  on  their  credit  to  the  extent 
of  40  %  of  their  bond-secured  notes,  not  to  exceed  25  % 
of  their  capital,  subject  to  a  3  %  tax.  The  proportion 
to  be  increased  if  the  ratio  of  volume  of  public  debt,  com- 
pared with  the  aggregate  capital  of  the  banks,  diminishes. 
In  addition  they  may  issue  similar  notes  to  be  taxed  at 
5  %  to  the  extent  of  I2-|  %  of  their  capital,  the  total 
of  bond-secured  and  credit  notes  not  to  exceed  the  total 
capital.  (The  ratio  of  bond-secured  notes  is  now  62^% 
of  capital,  hence  credit-notes  are  to  be  limited  to  37I  % 
thereof. ) 

2.  Banks  shall  hold  reserves  against  the  credit-note 
issues  the  same  as  now  against  deposits :  central  reserve 
banks  25  %  all  in  cash;  other  reserve  banks  25  %,  half 
of  which  may  be  held  in  central  reserve  banks ;  country 
banks  15  %,  of  which  3/5  may  be  held  in  reserve  banks. 
Thus  funds  are  provided  for  current  redemption  of  notes ; 
and  the  Comptroller  of  the  Currency  is  to  designate  nu- 
merous redemption  points  and  establish  regulations  for 
prompt  redemptions. 

3.  The  taxes  are  to  be  held  in  the  Treasury  as  a 
guaranty  fund  to  redeem  notes  of  failing  banks,  such 
payments  to  be  reimbursed  from  the  assets  of  such  banks ; 
the  notes  not  to  have  priority,  however.  To  establish 
the  fund  at  once  each  bank  is  to  deposit  gold  equal  to 
5  %  of  the  amount  of  notes  issued,  to  be  repaid  when  its 
taxes  equal  that  amount. 

4.  Notes  are  to  be  receivable  for  all  purposes  the  same 
as  the  bond-secured  notes ;  their  form  and  denomination 
to  be  determined  by  the  Comptroller  of  the  Currency; 
the  expense  of  issue  and  redemption  to  be  borne  by  the 
guaranty  fund. 
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5.  Notes  may  be  retired,  (to  save  the  tax,)  by  the 
deposit  of  lawful  money  in  the  Treasury  without  limit; 
and  the  existing  limit  of  $3,000,000  monthly  upon  the 
retirement  of  bond-secured  notes  is  not  to  apply  to  the 
reduction  of  existing  circulation  to  the  62|  %  limit. 

Another  bill  now  pending  provides  that  government 
moneys  in  excess  of  a  reasonable  working  balance  shall  be 
deposited  in  national  banks. 

The  House  Committee  refused  to  recommend  the  re- 
peal of  the  $3,000,000  limit  to  reducing  circulation  refer- 
red to  above,  probably  fearing  undue  contraction.  It 
also  changed  the  tax  rate;  the  Bankers'  Association 
recommended  2^  %  on  the  first  class  of  notes ;  the  Cham- 
ber of  Commerce  favored  a  tax  graduated  from  2  %  to 
5  %  on  all  credit-notes,  according  to  amount  issued ;  the 
Secretary  of  the  Treasury  favored  a  tax  of  5  %  on  all 
credit-notes ;  the  Comptroller  of  the  Currency  also  prefers 
a  graduated  tax. 

Respecting  the  security  of  the  notes  it  is  urged  that  a 
tax  of  ^  of  I  %  on  the  issue  of  national  bank  notes  dur- 
ing the  43  years  of  their  use,  would  have  redeemed  all 
the  notes  of  all  banks  which  have  failed;  hence  a  5  % 
fund,  twenty  times  as  large,  should  be  ample. 

Regulation  of  volume,  an  essential,  is  to  come  through 
the  tax  and  frequent  redemptions.  Banks  competing  in 
the  business  of  keeping  their  notes  in  circulation,  from 
which  they  profit,  will  promptly  send  notes  of  other  banks 
to*  the  nearest  center  for  redemption,  during  the  seasons 
of  slack  demands;  when  this  frequent  redemption  re- 
duces the  profit  to  a  point  lower  than  the  tax  rate,  notes 
will  be  retired. 

The  issue  of  the  first  class  of  credit  notes  (taxed  3  %) 
would  be  profitable  so  long  as  money  rates  range  approxi- 
mately at  4^  %  ;  central  reserve  banks,  which  must  hold 
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a  larger  relative  cash  reserve,  require  a  slightly  higher 
income.  The  second  class  (taxed  S  %)  would  be  profit- 
able only  when  money  is  about  7%.  Since  interior  rates 
are  usually  above  4I  %  the  first  class  of  notes-  would 
probably  have  a  considerable  lease  of  life;  the  others 
would  probably  appear  only  during  the  crop-moving 
periods. 

The  bill  does  not  provide  for  a  material  contraction  of 
the  bond-secured  currency;  if  this  issue  is  excessive,  the 
measure  would  favor  further  expansion.  Examination  of 
data  bearing  upon  the  question  indicates  a  need  for  re- 
straint. Comparisons  are  made  with  1892,  the  year  of 
the  culmination  of  our  last  expansion  period.  (See  table 
at  end  of  article.) 

The  proportion  of  cash  held  by  all  national  banks  in 
their  required  reserves  fell  from  80  %  to  63  % ;  interior 
banks  (excluding  those  of  the  three  central  reserve  cities) 
show  a  decline  from  68  %  to  49  %.  In  other  words, 
interior  banks  have  very  largely  increased  the  proportion 
of  reserves  loaned  to  banks  in  the  centers.  Their  general 
business,  measured  by  deposits,  using  1892  as  100,  in- 
creased to  239;  cash  at  home  to  only  182;  the  excess  of 
funds  in  other  banks  over  cash  at  home  increased  to  363 ; 
and  the  note  issues  to  328. 

The  movement  of  funds  to  centers  is  encouraged  by 
the  payment  of  interest  by  the  banks  there  on  such  so- 
called  "deposits" ;  even  the  fact  that  it  brings  about  abnor- 
mally low  and  unprofitable  rates  during  part  of  each  year 
does  not  discourage  the  practice;  furthermore,  the  ab- 
sence of  funds  from  home  enables  the  maintenance  of 
higher  local  rates  by  interior  banks.  In  September,  1906, 
interior  banks  held  in  cash  344  millions;  they  reported 
due  from  other  banks  932  millions,  or  more  than  six 
times  the  estimated  need  of  money  to  move  crops  (150 


72  American  Economic  Association 

millions),  A  call  upon  New  York  for  a  return  of  part 
of  its  holdings  caused  a  crisis. 

Obviously,  interior  banks  should  keep  a  larger  portion 
of  their  reserves  at  home;  but  the  maintenance  of  an 
excessive  note  issue  prevents  this.  Instead  of  retiring 
circulation  when  demands  diminish  and  foregoing  the 
small  profit  thereon,  the  surplus  notes  are  sent  to  the 
centers;  the  banks  there  forward  them  to  the  Treasury 
for  so-called  redemption  in  reserve  money;  the  Treasury 
when  reimbursed  by  the  issuing  bank  returns  the  notes 
to  it,  and  they  are  again  issued,  again  reach  the  centers, 
and  so  on,  an  endless  chain  of  non-redemption  (so  long 
as  it  is  profitable),  which  expands  inter-bank  liabilities 
and  reduces  reserve  cash  of  interior  banks.  If  banks  in 
the  centers  would  cease  paying  interest  on  these  funds, 
the  practice  would  be  discontinued. 

Interior  banks  formerly  used  21  %  more  than  their 
deposits  in  loans;  they  now  use  only  99  %  of  their  de- 
posits for  this  purpose;  indicating  that  the  notes  are  not 
necessary  to  supplement  deposits  to  accommodate  the 
public.  Applying  the  measure  employed  above,  deposits 
increased  to  239,  loans,  including  overdrafts,  only  to  196; 
moreover,  "collateral  loans,"  which  embrace  the  specula- 
tive class,  rose  to  268,  so  that  other  loans  rose  only  to  172. 
Interior  banks  loan  largely  to  New  York  stock  operators 
directly  when  call  loans  are  high;  and  the  home  demand 
probably  suffers  by  reason  thereof.  Furthermore,  inte- 
rior banks  now  show  large  investments  in  stocks  and 
bonds  other  than  those  required  for  circulation  and  public 
deposits ;  the  increase  since  1892  has  been  as  100  is  to  446. 
These  facts  indicate  diminished  public  service  by  these 
institutions. 

It  is  true  that  interior  demands  are  in  large  part  satis- 
fiable  only  with  actual  currency,  not  credits.     National 
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banks  in  September,  1906,  could  under  the  law  have 
issued  300  millions  of  notes ;  but  since  it  required  cash  to 
buy  bonds  to  provide  notes,  the  power  of  issue  was  use- 
less. Thus  the  existing  system  failed  when  the  needs 
were  greatest.  The  credit-note  plan  enables  banks  to 
convert  their  credit  into  currency  as  needed. 

The  expansion  of  liabilities  thus  directly  due  in  large 
part  to  the  failure  to  contract  note-issues  at  seasons  of 
lessening  demand,  has  caused  a  decline  in  the  ratio  of 
capital  support  of  all  national  banks  from  19.6  %  to 
10.4  %.  The  ratio  of  gold  reserves,  the  means  of  ultimate 
liquidation,  has  fallen  from  13.8  %  to  8  %  as  compared 
with  deposit  and  note  liabilities  of  the  banks  and  the 
Treasury.  The  Bank  of  France  holds  65  %  of  its  note 
obligations  in  gold;  our  ratio  is  about  29.2  %.  Measur- 
ing our  supply  of  means  to  handle  the  increased  business, 
including  bank  deposits  as  means,  there  appears  to  be  no 
deficiency. 

Our  heedless  expansion  has  given  us  the  fictitious  re- 
nown of  enormous  increase  in  "banking  power,"  com- 
pared with  the  rest  of  the  world,  from  1890  to  1906. 
But  our  total  gold  stock  upon  which  this  rests  fell  from 
13.3  %  to  under  9  %  ;  the  rest  of  the  world  has  nearly 
22  %,  which  is  the  ratio  for  Europe,  where  the  decline 
was  only  from  25  %  since  1890.  This  weakening  of 
our  position  conclusively  disposes  of  the  belief  that  our 
chief  money  center  will  soon  be  the  dominant  one  in  inter- 
national afifairs.  Stronger  by  over  140  %  in  gold,  and 
even  more  so  in  the  superiority  of  their  monetary  mechan- 
isms, our  competitors  have  no  occasion  to  fear  us. 

We  should  improve  the  relation  between  our  gold 
stock  and  liabilities;  expansion  will  not  merely  diminish 
the  ratio,  but  cause  a  loss  of  gold.  Additional  bank-note 
issues   should   be   carefully   guarded;   the   bond-secured 
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notes  must  be  subject  to  contraction  as  well  as  the  credit 
notes,  for  they  have  manifestly  helped  materially  to  cause 
the  unwholesome  expansion.  Instead  of  permitting  the 
proportion  of  these  notes  to  remain  at  62^  %,  the  volume 
should  be  reduced  to  50  %  of  the  capital;  25  %  of  the 
capital  to  be  issued  in  low-taxed  credit  notes  as  proposed ; 
the  remaining  one-fourth  of  the  capital  in  more  highly- 
taxed  credit  notes.  The  $3,000,000  limitation  against 
retirement  of  notes  should  be  modified  so  as  to  apply  only 
during  the  portion  of  the  year  when  business  demands  are 
slack;  the  demand  is  determined  by  seasons;  rationally, 
the  regulation  of  volume  should  be  determined  in  like 
manner. 

It  would  appear  wise  to  adopt  a  graduated  tax  for  the 
last-named  class  of  notes,  the  basis  therefor  to  be  not  the 
amount  of  issue  but  the  period  of  use.  It  is  desirable  to 
permit  issues  when  needed,  with  reasonable  restriction; 
but  the  chief  aim  is  to  induce  retirement  when  the  needs 
have  passed.  Hence  the  tax  should  increase  with  the 
time  notes  are  kept  out,  again  in  harmony  with  the  sea- 
sonal demand. 

These  provisions  for  regulation  are,  however,  far  in- 
ferior to  those  which  would  naturally  follow  the  creation 
of  a  central  bank;  with  such  a  regulator  the  tax  upon 
notes,  an  artificial  device  at  best,  could  be  minimized,  and 
probably  eliminated  entirely  after  the  guaranty  fund  has 
been  provided  for.  But  until  an  agreement  can  be  reached 
for  comprehensive  reform,  we  needs  mast  temporarily 
employ  devices  which  do  not  appear  the  best.  This  merely 
emphasizes  the  need  for  a  central  bank;  and  moreover, 
there  can  be  no  concentration  of  our  great  financial 
power,  now  scattered  and  partially  impotent,  until  we 
have  such  a  mechanism. 
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WESTERN   CIVILIZATION   AND   THE   BIRTH- 
RATE. 

EDWARD  A.  ROSS. 

A  century  ago  Robert  Malthus  showed  that  the  spon- 
taneous fecundity  of  man  is  such  that,  with  a  purely 
natural  mortality,  population  doubles  in  twenty-five  years, 
whereas  the  subsistence  obtainable  from  a  given  area 
cannot  be  indefinitely  increased.  He  showed  furthermore 
that,  since  the  reproductive  instincts  are  in  no  wise  cor- 
related with  man's  power  to  increase  the  food-supply, 
population  tends  to  increase  even  when  additional  num- 
bers can  no  longer  be  supported.  Under  such  circum- 
stances the  equilibration  of  population  with  resources  is 
brought  about  by  war,  misery,  plague,  famine,  and  vice, 
which  raise  the  death-rate  until  it  equals  the  natural  birth- 
late.  Although  this  cruel  mode  of  equilibration  has  pre- 
vailed through  human  history,  a  milder  mode  is  possible 
it,  by  taking  thought,  men  will  restrict  reproduction  until 
the  births  no  longer  exceed  the  deaths.  This,  however, 
presupposes  more  foresight  and  self-control  than  can  be 
looked  for  in  the  average  man,  so  Malthus  saw  no  pros- 
pect of  the  abolition  of  poverty,  cherished  little  hope  for 
the  laboring  masses,  and  painted  the  future  of  society 
with  a  somberness  that  gave  economics  its  nickname  of 
"the  dismal  science". 

It  is  nothing  to  the  discredit  of  Malthus's  doctrines 
that  he  did  not  foresee  certain  social  transformations — 
democracy,  the  emancipation  of  women,  the  replacement 
of  custom  imitation  by  fashion  imitation — which  have 
generalized  his   "preventive  check"   until  the  birth-rate 
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of  entire  populations  betrays  the  domination  of  the  in- 
stincts by  the  will.  Although  the  population  of  Europe 
leaped  from  187  millions  to  400  millions  during  the  nine- 
teenth century,  the  last  thirty  years  show  a  steady  decline 
in  the  birth-rate. 

TABLE  I 
Births  per  Thousand  of 

1876-80 

Norway    31.5 

Austria    38.8 

Denmark    32.1 

Switzerland    31.3 

Ireland    25.8 

Italy    36.8 

Belgium    31.9 

France    25.4 

Germany    39.2 

Sweden    30.2 

Holland    36.4 

Hungary    44.1 

Scotland    34.7 

England  and  Wales  35.4 

* 1891-1900. 

That  the  tendency  is  not  due  to  a  darkening  of  the 
economic  horizon  appears  from  the  similar  behavior  of 
the  prosperous  Australasian  peoples. 

TABLE  II 
Australasian  Birth-Rates 

New  South  Wales      Victoria         New  Zealand 

1871-75 390  35-6  40.0 

1876-80 38.5  31.4  41.3 

1881-85 37.6  30.7  36.5 

1886-90 36.3  32.7  31.2 

1891-95 32.9  30.9  27.6 

1896-1900 27.9  26.2  25.7 

Few  American  states  register  births,  but  the  proportion 
of  children  revealed  by  successive  censuses  discloses  in 
what  direction  we  are  moving. 


Population 

Fall  in 

Fall  to 

896- 1  goo              20  Years 

1902-03 

30.4 

I.I 

2.9 

371 

1-7 

2.2 

30.2* 

1-9 

2.8 

28.7* 

2.6 

3.6 

23.2 

2.6 

2.7 

340 

2.8 

3-5 

28.8 

3-1 

2.2 

22.4 

3-2 

3.8 

36.0 

3-2 

5-3 

26.9 

3-3 

3.8 

32.5* 

3-9 

4.8 

39-7 

44 

5-3 

30.2 

4-5 

6.1 

29.3* 

6.1 

6.8 
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TABLE  III 

Number  of  Children  under  Five  Years  to  i,ooo  Women  of 

Child-bearing  Age 

1850 626  1880 559 

i860 634  1890 485 

1870 572  1900 479 

The  fecundity  of  the  foreign-born  element,  stronger 
now  in  our  population  than  in  1850.  obscures  somewhat 
the  tendencies  prevailing  among  native  Americans.  What 
these  are  appears  from  the  following  table : 

TABLE  IV 
Number  of  Offspring  Born  in  Families  of  College  Graduates 

Middlebury  Wesleyan  New  York 

College  University  University* 

1805-09 5-6 

1810-19 4-8 

1820-29 4-1 

1830-39 3-9  4.5  4.0 

1840-49 34  33  3.2 

1850-59 2.9  2.2  2.9 

1860-69 2.8  2.6  2_g 

1870-74 2.3 

1875-79 1-8 

*  These  figures  for  New  York  University  are  for  the  decades 
1835-44,  1845-54,  etc. 

Let  it  not  be  imagined  that  the  reduction  in  fecundity- 
has  been  at  the  expense  of  the  natural  increase  of  popu- 
lation. The  death-rate  has  fallen  even  more  than  the 
birth-rate,  so  that  during  the  nineties  the  European  peo- 
ples grew  at  the  old  rate  of  i  to  i|  per  cent,  per  annum. 
Since,  however,  the  influences  lowering  the  birth-rate 
are  by  no  means  the  same  as  those  lessening  mortality, 
it  is  likely  the  former  will  continue  to  operate  after  the 
latter  have  spent  their  force.  This  is  why  we  may  look 
in  the  near  future  for  a  retardation  in  the  numerical 
growth  of  the  occidental  peoples. 
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A  phenomenon  so  widespread  and  striking  is  a  chal- 
lenge to  the  tyro  and  the  fanatic,  and  hence  all  manner 
of  silly,  cheap,  or  partial  explanations  compete  for  public 
credence.  Some  attribute  it  to  physiological  sterility  in- 
duced by  alcoholism,  city  life,  and  high  pressure,  forget- 
ting that  the  child  crop  of  sober,  rural  communities  is 
often  scantier  than  that  of  intemperate  mining  or  indus- 
trial towns,  and  that  the  falling-off  in  the  birth-rate  seems 
due  to  smaller  size  of  families  rather  than  to  the  greater 
frequency  of  childless  couples.  New  South  Wales,  with 
a  lower  birth-rate  than  England,  has  less  than  half  the 
proportion  of  sterile  unions.  What  means  it,  moreover, 
that  the  Australasian  population,  with  its  surpassing 
physique  and  vitality,  shows  in  recent  years  an  abrupt 
decline  in  fecundity? 

Some  lay  the  phenomenon  to  the  industrial  emancipa- 
tion of  women  and  the  comfortable  celibacy  of  cities,  neg- 
lecting the  statistics  which  show  there  is  no  marked 
weakening  of  the  inclination  to  marry.  The  true  cause 
is  one  that  will  make  clear  why,  for  example,  the  native 
married  women  of  Massachusetts  bear  only  seven-elev- 
enths as  many  children  as  women  coming  from  Germany, 
seven-thirteenths  as  many  as  those  from  Ireland,  and 
half  as  many  as  those  from  French  Canada.  Others 
blame  the  broadening  freedom  of  divorce,  unmindful  that 
divorceless  Ireland  has  only  four-fifths  the  birth-rate  of 
easy-divorce  Switzerland,  that  teeming  Germany  is  five 
times  as  inclined  to  break  the  conjugal  bond  as  Canada, 
where  the  size  of  the  family  shrank  a  twentieth  during 
the  nineties,  and  that  prolific  Japan  leads  the  world  with 
nearly  twenty  times  the  divorce-rate  of  stationary  France. 
Still  others  blame  the  postponement  of  marriage,  pointing 
out  that  marriage  at  24.5  years  as  with  English  brides, 
at  25.5  as  among  those  of  Massachusetts,  or  at  26.5  as 
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among  college-bred  women,  cuts  deeply  into  the  fecund 
years.  But  they  overlook  the  fact  that  the  last  child  in 
the  average  family  arrives  seven  and  a  half  years  after 
marriage,  so  that  even  the  woman  who  weds  at  26.5 
years  ceases  child-bearing  with  yet  many  fertile  years 
before  her. 

In  the  face  of  the  hobby-riders  I  maintain  that  the 
cause  of  the  shrinkage  in  fecundity  lies  in  the  human  will 
as  influenced  by  certain  factors  which  have  their  roots 
deep  in  the  civilization  of  our  times. 

One  master-trait  of  contemporary  society  is  democracy. 
The  barriers  of  caste  are  down,  and  less  and  less  is  a 
man's  place  in  society  fixed  by  his  origin.  The  more 
flourishing  peoples  grade  men  according  to  something 
that  can  be  acquired — wealth,  efficiency,  knowledge,  char- 
acter. Wide  stairways  are  opened  between  the  social 
levels,  and  men  are  exhorted  to  climb  if  they  can.  In 
such  case  prudence  bids  each  avoid  whatever  will  impede 
his  ascent  or  imperil  his  social  standing.  To  the  climber 
children  are  incumbrances,  and  so  the  ambitious  dread 
the  handicap  of  an  early  marriage  and  a  large  family. 
When,  as  so  often  in  these  days  of  anti-child-labor  laws 
and  protracted  schooling,  the  additional  child  is  a  drag 
on  the  social  advancement  of  the  family,  that  child  is  not 
likely  to  be  born. 

With  the  wiping-out  of  sharp  class  lines,  inherited 
standards  of  living  lose  their  grip.  Wants  and  tastes 
once  confined  to  the  social  elite  spread  resistlessly  down- 
ward and  infect  the  masses.  Tidal  waves  of  imitation 
carry  the  craving  for  luxuries,  hitherto  looked  upon  as 
the  prerogative  of  the  rich,  among  millions  of  people  of 
limited  means,  and  these  in  their  endeavor  to  gratify  their 
newly  awakened  wants  learn  to  economize  in  offspring. 
The  little  stranger  trenches  on  raiment,  bric-a-brac,  up- 
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holstery,  travel,  entertainment.  Here  the  decencies,  there 
the  comforts,  yonder  the  refinements  and  vanities  of  life 
compete  with  the  possible  child  and  bar  it  from  existence. 

Another  factor  is  the  emancipation  of  women.  Every 
child  taxes  the  father's  purse,  but  the  mother's  body.  A 
reputed  inferiority  of  women,  as  in  the  Orient  or  in  east- 
ern Europe,  degrades  her  to  a  passive  instrument  of  man, 
subordinates  her  entirely  to  wifely  functions  so  that  her 
birth-pangs  do  not  count.  The  great  movement  that  has 
burst  the  fetters  on  woman's  mind,  and  opened  to  her  so 
many  professional  and  industrial  careers,  raises  her  value 
and  weight  in  the  marriage  partnership  and  causes  the 
heavy  physiological  and  personal  cost  of  excessive  mater- 
nity to  be  more  considered  by  husband  as  well  as  by  wife. 
When  the  size  of  the  family  is  determined  from  man's 
view-point  alone,  the  controlling  consideration  is  pecu- 
niary ;  and  hence  Malthus  drew  his  pessimistic  conclusion 
that  the  prosperity  of  the  masses  tends  constantly  to  de- 
feat itself  by  stimulating  the  growth  of  numbers  until 
poverty  again  reigns.  But  when  spouses  come  to  the 
woman's  point  of  view,  the  pain-and-worry  cost  of  en- 
larging the  family  remains  a  bar  even  when  the  money 
cost  need  no  longer  be  considered. 

Something,  too,  must  be  said  of  the  decay  of  religious 
beliefs.  Parents  who  "trust  in  Providence"  and  hold, 
with  Luther,  that  "God  makes  children  and  he  will  pro- 
vide for  them,"  are  rare  nowadays.  More  and  more  the 
age  chimes  in  with  Matthew  Arnold  when  he  says : 

A  man's  children  are  not  really  sent,  any  more  than  the 
pictures  upon  his  wall,  or  the  horses  in  his  stable  are  sent; 
and  to  bring  people  into  the  world,  when  one  cannot 
afford  to  keep  them  and  oneself  decently  and  not  too 
precariously  ...  is  ...  by  no  means  an  ac- 
complishment   of    the    divine    will    or    a    fulfillment    of 


82  American  Economic  Association 

Nature's  simplest  laws,  but  is  .  .  .  contrary  to  rea- 
son and  the  will  of  God. 

Piety,  moreover,  promoted  parentage  by  reconciling 
woman  to  her  lot  as  mother  and  drudge.  The  struggle 
of  woman  to  realize  an  individuality  has  obliged  her  to 
rebel  against  her  Biblical  status  and  spurn  the  counsel 
of  submission  to  the  curse  of  Eve;  so  that  the  progress 
of  unbelief  is  not  without  a  bearing  on  the  decline  of  the 
birth-rate. 

Powerful  as  are  the  motives  arrayed  against  super- 
fecundity,  they  operate  only  in  so  far  as  they  are  coupled 
with  foresight  and  self-control.  In  the  modern  world 
parents  may  not  rid  themselves  of  the  unwelcome  child, 
so  that  it  is  only  by  being  foreseen  and  anticipated  that 
the  ever-more-acutely-felt  burden  of  that  child  can  limit 
the  size  of  the  family.  Every  influence,  therefore,  that 
enlightens,  or  enthrones  reason  over  impulse,  helps  to 
break  the  scepter  of  Islitar,  the  cruel  goddess  that  has  so 
unspeakably  tormented  mankind.  In  this  direction  work 
the  universal  instruction,  cheap  press,  free  libraries,  and 
voluntary  associations,  that  are  irradiating  the  social 
deeps.  Moreover,  industrialism,  with  its  enormous  pres- 
sure and  harsh  penalties,  is  compelling  the  ignorant,  the 
careless,  and  the  animal  to  think;  so  that,  in  fact,  the 
principal  features  of  the  life  of  to-day  are  accomplices  in 
the  restriction  of  fecundity. 

Our  age  glories  most  that  Science  and  Technique  are 
able  to  develop  resources  to  meet  the  demands  of  a  swell- 
ing population.  Ought  we  not  rather  to  glory  in  the  fact 
that  the  civilization  wrought  out  within  the  memory  of 
living  men  is  the  first  that  ever  really  solved  on  a  great 
scale  the  problem  of  painlessly  equilibrating  population 
to  resources  ?     The  civilization  of  the  Orient  failed  to  lift 
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up  woman  or  bid  the  lowly  aspire,  and  hence  it  was  never 
able  to  deliver  man  from  nature's  grim  agencies  for  ad- 
justing numbers  to  the  food-supply — war,  famine,  misery, 
plague,  and  vice.  The  civilization  of  the  Middle  Ages 
succeeded  no  better,  and  the  surviving  peoples  of  that  type 
in  eastern  Europe  show  a  prolificacy  that  scourges  them 
with  misery,  hunger-migration,  and  an  appalling  infant 
mortality.  Latter-day  occidental  civilization  alone  has 
solved  the  riddle  of  the  Sphinx,  and  it  has  been  able  to  do 
it  because  it  is  democratic,  individualistic,  feminist,  secu- 
lar, and  enlightened. 

What,  now,  are  the  effects  of  reducing  the  size  of  the 
average  family? 

One  effect  is  that  diffusion  of  economic  well-being 
which  registers  itself  in  a  rising  plane  of  comfort,  a 
growth  of  savings,  and  a  wider  diffusion  of  ownership. 
Striking,  indeed,  is  the  contrast  in  condition  between  the 
prudent  French  peasantry  and  the  reckless  mining  or  fac- 
tory towns  of  central  Europe,  or  the  spawning  rural  com- 
munities in  Russia  and  Roumania.  Among  the  west 
European  peoples  not  only  is  the  mean  duration  of  life 
rapidly  rising,  but  an  increasing  proportion  of  lives  is 
rounded  out  to  the  term  allotted  by  the  Psalmist.  This 
gain  in  longevity  is  partly  due  to  the  better  support  and 
care  of  the  aged,  who  no  longer  need  compete  for  atten- 
tion with  an  overlarge  brood  of  wailing  infants.  Again, 
a  decline  in  fecundity  lessens  infant  mortality;  for  often 
the  sole  effect  of  prolificacy  is  to  fill  the  cemetery  with 
tiny  graves.  The  French  Canadians,  famed  for  their 
quivers  of  twelve,  thirteen,  or  even  twenty,  do  not  show 
the  census-taker  larger  families  than  the  other  Canadians. 
Among  the  working  classes  babies  that  come  close  together 
lack  greatly  in  feeding,  care,  and  medical  attention,  so 
that  the  restricted  family  may  rear  the  larger  number. 
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When,  as  in  certain  teeming  districts  of  Russia,  the  mother 
must  go  to  work  in  the  fields,  leaving  the  hungry  nursling 
to  suck  poultices  of  chewed  bread  tied  to  its  hands  and  its 
feet,  a  barbarous  birth-rate  of  52  per  thousand  is  shad- 
owed by  the  death  within  a  year  of  a  third  of  those  born. 
A  great  city  at  best  is  not  benign  to  infancy;  yet,  in  1902, 
the  death-rate  in  Moscow  for  children  under  one  year  was 
more  than  three  times  that  of  Rome,  Paris,  or  Edinburgh. 
The  difference  during  the  first  year  alone  amounted  to  a 
full  fourth  of  all  born.  Consider,  moreover,  the  sig- 
nificance of  the  fact  that  Russia,  with  49.5  births  per 
thousand,  loses  31  per  cent,  the  first  year;  Bavaria,  with 
36.8  births,  loses  24  per  cent. ;  Norway,  with  30  births, 
loses  9  per  cent.  These  aborted  lives  add  nothing  to 
national  or  racial  strength;  they  are  simply  sacrifices  of 
the  innocent  to  the  Moloch  of  immoderate  maternity. 

After  all,  however,  the  master-consequence  of  a  re- 
stricted birth-rate,  the  one  result  that  dwarfs  all  others, 
is  that  with  the  intelligent  adaptation  of  numbers  to  pros- 
pects ceases  population-pressure,  the  principal  cause  of 
war,  mass  poverty,  wolfish  competition,  and  class  con- 
flict ;  for,  in  the  words  of  Huxley, 

so  long  as  unlimited  multiplication  goes  on,  no  social  or- 
ganization which  has  ever  been  devised,  or  is  likely  to  be 
devised,  no  fiddle-faddling  with  the  distribution  of  wealth, 
will  deliver  society  from  the  tendency  to  be  destroyed  by 
the  reproduction  within  itself  in  its  intensest  form  of  that 
struggle  for  existence,  the  limitation  of  which  is  the  ob- 
ject of  society. 

Once  it  seemed  as  if  man's  propensity  to  multiply  fore- 
doomed the  race  to  live  ever  in  the  presence  of  vast,  im- 
medicable want  and  woe.  However  smiling  the  gardens 
of  Daphne,  they  had  always  to  slope  down  into  a  huge, 
malodorous  quagmire  of  wretchedness.     The  wheel  of 
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Ixion,  the  cup  of  Tantalus,  symbolized  humanity  striving 
ever  by  labor  and  ingenuity  to  relieve  itself  of  a  painful 
burden,  only  to  have  that  burden  inexorably  rolled  back 
upon  it  by  its  own  fatal  fecundity.  The  unlooked-for 
promptness  with  which,  under  the  influence  of  democ- 
racy and  public  education,  the  masses  have  acquired  a 
sense  of  responsibility  in  the  matter  of  family,  bids  us 
look  for  a  time  when  the  specter  of  over-population,  with 
strife,  misery,  and  famine  in  its  ghastly  train,  will  be 
finally  laid,  and  society  will  for  the  first  time  become 
master  of  its  destiny. 

But  there  are  disquieting  effects  which  must  be  taken 
into  account. 

The  sway  of  the  will  in  a  matter  hitherto  left  to  blind 
instinct  works  a  veritable  revolution  and  cannot  but  breed 
certain  harms  of  its  own.  At  first  the  new  foresight  is 
used  wantonly  and  destructively.  The  same  individual- 
izing influences  that  have  genially  tempered  the  general 
fecundity  prompt  some  couples  to  a  selfish  evasion  of  all 
duties  to  the  race.  Salutary  is  restriction  so  far  as  it 
springs  from  a  wise  solicitude  for  the  true  welfare  of 
offspring;  but  when  it  springs  from  personal  cravings 
and  ambitions,  it  may  go  too  far.  No  one  can  tell  where 
it  will  stop.  The  refusal  to  be  encumbered  in  the  pur- 
suit of  vanities  might,  if  it  became  general,  cause  popu- 
lation to  dwindle  in  the  midst  of  an  Eden.  The  fall  of 
the  birth-rate  in  roomy  New  South  Wales  from  37  to  27 
in  fourteen  years  is  a  portent.  Shall  we  live  to  see  the 
mother  of  more  than  three  regarded  as  a  public  benefac- 
tor and  placed  on  the  pay-roll  of  the  state?  This  exag- 
gerated individualism,  that  avoids  marriage  or  else 
dodges  its  natural  consequences,  forebodes  the  extinction 
of  the  class,  the  people,  or  the  race  that  adopts  it.  The 
false  ideals  behind  such  race-threatening  frivolity  need 
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to  be  combated  in  the  name  of  real  values.  Nor  may  we 
blink  the  fact  that  in  order  to  control  the  size  of  the  family 
some  have  resorted  to  means  fraught  with  grave  and  in- 
sidious injury  to  health. 

In  the  matter  of  reproduction  it  is  not  yet  possible  to 
substitute  intelligence  for  instinct  without  creating  a  men- 
tal attitude  responsible  for  numerous  one-child  and  two- 
child  families,  where  both  parents  and  children  miss  many 
of  the  best  lessons  of  life.  The  children  reared  in  such 
stunted  families,  instead  of  surpassing  in  stamina  and 
character,  fall  below  the  average.  The  type  to  be  stand- 
ardized is  not  the  family  of  one  to  three,  but  the  family 
of  four  to  six.  The  one-child  or  two-child  ideal  grow- 
ingly  in  favor  with  the  middle  class  would,  if  popularized, 
hurry  us  to  extinction.  In  such  families  prodigious  pains 
are  taken  to  keep  breath  in  defective  or  sickly  children. 
Instead  of  being  weeded  out  in  infancy  by  natural  process, 
the  weaklings  are  kept  alive  by  lavish  care,  and  the 
national  vitality  is  lowered. 

Since  it  is  the  rising  that  first  feel  the  individualizing 
influences,  these  check  their  increase  while  yet  the  stocks 
below  them  breed  at  the  old  reckless  rate.  The  outcome 
is  a  numerical  gain  of  mediocres  over  capables,  threaten- 
ing an  eventual  dearth  of  ability  in  the  race  thus  im- 
poverished at  the  top.  This  untoward  phenomenon  is, 
however,  but  a  passing  phase.  The  lower  strata  are  com- 
ing or  may  he  brought  within  reach  of  the  influences  that 
moderate  multiplication.  If  we  speed  up  the  individual- 
izing agencies  till  the  unthinking  and  brutish  have  become 
a  mere  remnant,  the  danger  will  disappear.  Furthermore, 
the  closer  legal  restriction  of  child  labor,  by  making  off- 
spring expensive  instead  of  profitable,  may  check  the  free 
propagation  of  stocks  deficient  in  capacity  or  parental 
altruism. 
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It  needs  to  be  pointed  out  that  the  people  that  practices 
lestriction  sooner  than  its  neighbors  must  resign  itself  to 
seeing  its  more  fecund  rivals  outstrip  it  in  colonizing  the 
waste  places.  Says  the  New  South  Wales  Commission 
on  the  Decline  of  the  Birth  Rate : 

Public  men  .  .  .  have  referred  hopefully  to  the 
day  when  Australia  with  her  teeming  millions  will  hold 
a  commanding  place  among  the  peoples  of  the  world.  The 
patriotic  ardor  inspired  by  this  hopeful  anticipation  is, 
however,  destined  to  be  cooled  in  the  contemplation  of  the 
fact  that,  while  Russia  and  Japan,  prospective  rivals  of 
Australia  for  supremacy  in  the  western  Pacific,  are  already 
seeking  outlets  beyond  their  own  borders  for  the  energies 
of  their  ever-growing  peoples,  it  will  be  forty-six  and  a 
half  years  before  Australia,  with  her  three  and  three 
quarter  millions  of  inhabitants,  and  dependent  alone  on 
her  natural  increase  (if  this  even  be  maintained  at  its 
present  rate)  will  have  doubled  her  population;  and  one 
hundred  and  sixty-eight  years  before  her  numbers  will 
have  reached  the  present  population  of  Japan. 

Nevertheless,  the  equilibrium  may  be  restored  by  the 
overprolific  people  adopting  the  standards  of  the  less 
prolific.  Even  if  births  are  too  few  in  Australasia,  it  is 
noteworthy  that  Japan  is  taking  measures — e.  g.,  the 
higher  education  of  girls — against  her  super-fecundity, 
and  it  is  certain  the  masses  of  Russia  will  not  much  longer 
pullulate  in  the  pit  of  medisevalism. 

Again,  it  is  possible  that  the  fair  prospect  opened  to 
the  masses  of  a  people  that  restricts  increase  may  be 
darkened  by  the  pressing-in  of  hunger-bitten  hordes  from 
the  man-stifled  neighbor  lands.  More  than  a  million  and 
a  quarter  Italians,  Basques,  Germans,  and  Belgians  have 
been  drawn  into  hollow  and  prosperous  France  by  the 
lure  of  high  wages.  Coolies  from  overstocked  China 
reach  eagerly  for  the  opportunities  that  Australians,  Cana- 


88  American  Economic  Association 

dians,  and  Americans  are  wisely  holding  open  for  their 
children.  If  the  low-pressure  society  slams  its  doors 
upon  the  indraught,  it  may  later  have  to  reckon  with  an 
armed  invasion  from  some  quarter  where  cannon  food 
is  cheap.  Numbers  tell.  France  dreads  prolific  Ger- 
many. Germany  trembles  before  yet  more  prolific  Rus- 
sia. Europe  fears  the  awakening  of  the  teaming  yellow 
race.  In  South  Africa  the  whites  stand  aghast  at  the 
rabbit-like  increase  of  the  blacks.  Until  backward  man- 
kind has  clambered  up,  or  been  lifted  up,  from  the  animal 
plane,  the  sunny  spots  created  by  scientific  industry  coup- 
led with  prudent  parentage  will  be  menaced  by  an  influx, 
peaceful  or  armed,  from  the  crowded  areas,  and  the 
bristling  frontiers  between  peoples  and  races  will  have  to 
remain. 

It  is,  moreover,  questionable  if  the  slackening  of  in- 
crease in  the  white  race  is  not  premature.  Much  of  the 
globe  lies  under-developed  and  capable,  under  the  vivi- 
fying touch  of  the  cunning  hand,  of  maintaining  in  com- 
fort many  additional  millions.  For  some  time  yet  over- 
flow currents  may  well  stream  out  from  the  seats  of  the 
white  race  to  occupy  and  develop  the  backward  lands.  If 
these  dry  up  now,  the  void  will  assuredly  be  filled  with  the 
children  of  the  black,  brown,  and  yellow  peoples,  and  the 
type  that  has  so  far  achieved  the  most  will  contribute 
less  than  it  might  to  the  blood  of  the  ultimate  race  that  is 
to  fill  the  globe. 

The  revolt  against  senseless  parentage  is  a  colossal 
secular  phenomenon  of  varied  aspects,  and  few  of  its  ap- 
praisers are  competent  to  judge  more  than  the  one  or  two 
aspects  that  appeal  to  them.  No  one  who  envisages  all 
the  aspects  of  this  pregnant  thing,  who  succeeds  in  seeing 
it  steadily  and  seeing  it  whole,  will  laud  or  condemn  it 
in  unqualified  terms.     Granted;  bu*^  ^he  question  forces 
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itself :  Is  the  core  of  the  thing  good  or  bad  ?  Is  the  de- 
thronement of  Ishtar  as  mistress  of  social  destiny  a  bless- 
ing with  incidental  harm,  or  an  evil  with  incidental  bene- 
fit ?  So  pressed,  I  would  answer :  Restriction  is  a  move- 
ment at  bottom  salutary,  and  the  undoubted  evils  in  its 
train  appear  to  be  minor,  or  transient,  or  self -limiting,  or 
curable.  I  shall  have  against  me  mystics,  clerics,  a  priori 
moralists,  sentimentalists,  aesthetes,  militarists,  capitalists, 
and  politicians;  but,  nevertheless,  I  take  my  stand  with 
those  who  hate  famine,  war,  saber-tooth  competition, 
class  antagonism,  the  degradation  of  the  masses,  the  wast- 
ing of  children,  the  dwarfing  of  women,  and  the  cheapen- 
ing of  men. 
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WESTERN  CIVILIZATION  AND  BIRTH-RATE. 
—DISCUSSION. 

Frank  A,  Fetter:  The  famous  proposition  of  Mal- 
thus  concerning  population  is  always  fallacious  and  al- 
ways confusing  in  social  inquiry,  and  ought  therefore  to 
be  laid  away  finally  in  the  collection  of  outgrown  illusions. 
The  proposition  that  population  tends  to  increase  faster 
than  the  means  of  subsistence  is  ambiguous  nonsense. 
The  word  "tendency"  has  two  meanings,  varying  accord- 
ing to  the  context.  As  applied  to  a  force,  "tendency" 
indicates  merely  the  direction  in  which  the  force  is  ex- 
erted, no  matter  in  what  direction  the  body  moves.  Thus 
gravitation  has  a  tendency  to  bring  down  the  rising  bal- 
loon, and  wind  has  a  tendency  to  check  the  motion  of  the 
advancing  steamship.  In  this  sense  the  reproductive 
power  of  mankind  has  a  tendency  to  increase  the  popu- 
lation. But  this  tells  nothing  of  the  actual  movement  of 
population.  That  is  the  resultant  of  many  forces  tending 
in  various  directions.  In  this  sense  "tendency"  cannot 
correctly  be  applied  to  population  as  the  number  of  per- 
sons. As  applied  to  a  thing  passively  acted  upon,  the 
word  "tendency"  indicates  the  predominating  direction  of 
movement.  In  this  sense  "tendency"  is  properly  applied 
to  population,  but  only  when  in  fact  the  number  is  increas- 
ing or  decreasing.  The  mischievous  confusion  of  the 
Malthusian  proposition  lies  in  its  mingling  of  these  two 
inconsistent  meanings ;  population  with  a  power  of  repro- 
duction tending  to  increase  the  birth-rate  is  easily  shifted 
in  meaning  to  population  as  an  arithmetic  resultant 
pushed  inevitably  over  the  precipice  of  misery  and  starva- 
tion. 

It  is  time  to  do  away  with  this  old  jugglery  of  words, 
and  look  at  the  subject  in  the  clearer  light  of  the  doctrine 
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of  biologic  evolution.  Nature  has  provided  a  ''factor  of 
safety"  in  the  reproductive  power  of  mankind.  Impulse 
and  physical  capacity  are  greater  than  is  needed  to  main- 
tain or  slowly  to  increase  the  population  under  favorable 
economic  conditions.  This  surplus  power  has  insured  two 
results  for  humanity :  first,  it  saved  capable  families  and 
tribes  from  extinction  in  the  vicissitudes  of  war,  pesti- 
lence, and  famine;  secondly,  it  gave  an  excess  of  births 
in  the  more  capable  strains,  and  thus  secured  an  indis- 
pensable condition  of  progress.  Broadly  viewed,  this  fac- 
tor of  safety  has  been  none  too  large  for  these  tasks. 
With  greater  security  of  life  it  now  is  excessive  in  many 
individuals,  and  must  to  a  large  extent  be  sternly  re- 
pressed, or  tempered  by  education  and  by  selective  breed- 
ing of  the  race. 

This  suggests  the  main  criticism  which  I  should  like 
to  make  upon  the  leading  paper.  That  paper  dismisses 
too  lightly  the  thought  that  the  birth-rate  is  limited, 
roughly  speaking,  in  proportion  to  the  ability  and  culti- 
vation of  the  families.  The  ignorant,  the  improvident, 
the  feeble-minded,  are  contributing  far  more  than  their 
quota  to  the  next  generation.  Professor  Ross  recognizes 
somewhat  this  danger,  but  leaves  a  far  too  comforting 
final  impression.  We  ought  not  to  underestimate  this 
danger,  or  overestimate  the  likelihood  of  automatic  re- 
medial forces.  To  Professor  Ross  the  problem  seems 
but  a  passing  one,  and  "the  lower  strata  are  coming  or 
may  be  brought  within  reach  of  the  influence  of  moderate 
multiplication."  He  concludes  with  the  soothing  assur- 
ance that  "the  undoubted  evils  in  the  train  of  restriction 
appear  to  be  minor,  or  transient,  or  self-limiting,  or 
curable." 

This  opinion  can  be  indorsed  only  when  the  emphasis 
is  placed  strongly  upon  the  purposeful  action  of  society, 
and  not  upon  automatic  relief,  upon  "may  be  brought," 
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and  upon  "curable,"  and  very  little  upon  "are  coming," 
"transient,"  and  "is  limiting."  In  barbaric  times  the 
stronger  and  swifter  conquered  and  survived;  and  the 
early  social  institutions  of  polygamy,  patriarchal  concu- 
binage, war,  and  the  capture  of  women  favored  the  sur- 
vival of  ability.  But  to-day  superior  intellectual  and 
economic  power  contributes,  not  to  offspring,  but  to  ster- 
ilized scholarship,  barren  selfishness,  and  social  display. 
It  is  more  true  to-day  than  ever,  as  the  Frenchman  said, 
that  all  the  big  families  live  in  little  houses  and  all  the 
little  families  live  in  big  houses. 

In  the  lower  strata  of  society  it  is  the  abler  individuals 
that  are  reached  by  the  appeal  to  ambition.  Democracy 
hastens  their  extinction  by  enabling  them  to  rise  from 
the  prolific  ranks  where  caste  has  held  them,  to  those 
circles  where  success  or  frivolous  enjoyment  limits  the 
family  burden.  The  practice  of  limiting  families  spreads 
downward  in  the  same  way  and  at  the  same  rate  that  the 
mountains  are  being  washed  into  the  ocean.  Before  either 
process  is  effected,  the  world  will  end. 

The  paper  mentions  but  one  recent  social  change  which 
tends  definitely  and  positively  to  reduce  the  families  of 
the  unskilled  classes,  namely,  child-labor  legislation. 
Such  laws  as  these  incidentally  and  unintentionally  have 
operated  in  that  way.  It  is  to  the  extension  of  such 
purposeful  regulative  measures  that  we  must  look  for  a 
remedy  and  not  to  the  "economic  harmonies."  The 
whole  structure  of  civilization  is  in  a  sense  artificial,  and 
the  whole  social  process  of  Hmiting  the  physiologically 
possible  birth-rate,  is  artificial.  Its  regulation  in  the 
future  must  be  by  artificial  social  agencies  consciously 
chosen.  Unless  effective  means  are  found  to  check  the 
degeneration  of  the  race,  the  noontide  of  humanity's 
greatness  is  nigh,  if  not  already  passed.     Our  optimism 
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must  be  based,  not  upon  laissez  faire,  but  upon  the  vigor- 
ous application  of  science,  humanity,  and  legislative  art 
to  the  solution  of  the  problem.  Great  changes  of  thought 
are  impending,  and  these  will  include  the  elimination  of 
the  unfit,  the  establishment  of  qualifications  for  marriage, 
the  education  of  parents,  and  the  conscious  improvement 
of  the  race.  Under  the  touch  of  the  new  science  of 
eugenics,  many  of  our  most  perplexing  social  problems 
will  disappear,  making  possible  that  better  democracy 
which  we  are  just  beginning  to  seek. 

William  B.  Bailey  :  Emphasis  seems  to  have  been 
placed  on  the  proper  point  when  great  weight  was  given 
to  the  growth  of  the  spirit  of  democracy  as  affecting  the 
birth-rate.  "When  status  instead  of  contract  determined 
the  position  of  the  laborer,  there  was  little  incentive  to 
foresight,  since  social  advancement  was  extremely  diffi- 
cult. One  by  one  the  ties  which  bound  men  to  the  soil  or 
to  their  occupation  were  cut  away,  and  by  the  beginning 
of  the  nineteenth  century  labor  became  mobile.  By  the 
application  of  steam  power  to  transportation  and  manu- 
facture, the  ability  of  the  laborer  to  change  his  residence 
or  occupation  was  increased.  But  while  this  growth  in 
freedom  brought  many  rights  to  the  individual,  he  in- 
curred at  the  same  time  certain  duties.  While  he  had 
been  freed  from  the  payment  of  dues  to  a  superior,  he 
had  lost  all  claim  to  his  bounty.  His  social  salvation  lay 
in  his  own  hands. 

With  this  increase  in  the  responsibility  of  the  individ- 
ual has  come  an  enlargement  of  the  field  for  ambition. 
The  great  prizes  in  life  are  open  to  all,  but  for  their  at- 
tainment great  sacrifice  is  required.  Present  enjoyment 
must  be  deferred  and  every  energy  strained  to  gain  the 
final  goal.    Every  handicap  must  be  thrown  aside  in  order 
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to  reach  the  next  round  of  the  social  ladder.  The  more 
ambitious  the  individual  the  greater  the  sacrifice  de- 
manded. To  a  considerable  proportion  of  the  population 
of  the  western  wt)rld  the  presence  of  a  large  number  of 
children  in  the  household  is  considered  one  of  the  greatest 
barriers  to  social  and  economic  advancement.  Therefore, 
either  by  deferment  of  marriage  or  by  restriction  of 
fecundity,  the  size  of  the  family  must  be  kept  within  the 
limits  granted  by  the  courtesy  of  ambition. 

In  a  new  country,  where  agriculture  is  profitable  and 
land  plentiful,  the  action  of  this  motive  is  for  a  time  ob- 
scured. For  the  clearing  of  forests  and  the  planting  and 
harvesting  of  crops,  where  hired  labor  is  obtained  with 
difficulty,  a  numerous  family  is  an  economic  utility. 
When  the  land  under  cultivation  is  found  insufficient  to 
utilize  the  laboring  force  of  the  growing  community,  or 
the  sons  wish  to  establish  households  of  their  own,  they 
can  take  and  clear  adjoining  land  and  gain  a  position  as 
good  as  that  of  their  father.  Such  a  population  is  usually 
virile,  fecund,  and  prosperous.  As  the  country  becomes 
populated,  cities  spring  up  to  meet  the  demands  of  com- 
merce and  manufacture.  Many  who  are  not  fitted  for  or 
attracted  to  agriculture  find  ample  field  for  their  ambition 
in  urban  life.  The  presence  of  this  vast  New  World 
enabled  Europe  to  preserve  its  customary  high  birth-rate 
without  accompanying  famine  and  pestilence.  Millions 
of  the  surplus  and  more  energetic  population  left  for  the 
new  lands.  At  the  same  time  the  development  of  trans- 
portation enabled  the  Old  W.orld  to  obtain  its  food  sup- 
plies from  the  immense  stretches  of  fertile  land  over-sea, 
while  utilizing  much  of  its  natural  increase  in  the  devel- 
opment of  manufacture.  One  result  of  this  system  has 
been  to  render  farming  unprofitable  in  many  sections  of 
the  Old  World,  and  to  increase  the  migration  toward  the 
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cities,  causing  in  places  an  actual  depopulation  of  the 
rural  districts.  This  is  apparent  even  in  the  North  Atlan- 
tic section  of  this  country. 

Such  a  complete  change  in  the  economic  condition  of 
Europe  caused  the  world  to  doubt  for  the  time  the  exist- 
ence of  the  laws  of  Malthus.  But  they  were  still  on 
Nature's  statute-book,  although  there  was  little  cause  for 
their  enforcement.  While  we  were  beginning  to  wonder 
why  the  old  repressive  measures  had  lost  their  force,  we 
saw  that  man  was  taking  the  solution  of  the  problem  into 
his  own  hands.  It  seems  unlikely  that  the  more  highly 
civilized  nations  of  the  western  world  will  ever  again 
allow  famine  to  limit  the  numbers  of  the  population. 

But  the  members  of  the  different  social  groups  do  not 
reproduce  with  equal  rapidity.  There  seems  to  be  grave 
danger  that  too  great  a  proportion  of  the  increase  of  the 
population  will  come  from  the  lower  classes.  The  size 
of  the  family  seems  to  vary  inversely  with  the  social 
ambition.  When  the  individual  is  keenly  alive  to  the 
opportunities  for  advancement,  and  anxious  that  the  posi- 
tion of  his  children  shall  be  at  least  equal  to,  if  not  better 
than,  his  own,  the  number  of  children  will  not  be  so  great 
that  it  will  be  impossible  for  him  to  equip  them  properly 
for  their  life-work.  But  where  a  spirit  of  hopelessness 
and  sullen  resignation  is  widespread,  there  is  but  little 
thought  given  to  the  prospects  of  the  next  generation; 
for  the  children  could  not  easily  be  worse  off  than  the 
parents.  The  need  or  cupidity  of  the  parents  forces  the 
children  into  the  mines  or  factories  at  the  earliest  possible 
age,  regardless  of  the  effect  upon  the  intelligence  or 
health  of  the  coming  generation.  As  a  consequence  of 
this  short-sighted  action  on  the  part  of  the  individual, 
society  has  been  compelled  to  abandon  its  laissez-faire 
policy,    and   pass   certain   paternalistic   measures.      The 
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result  of  the  sanitary  and  factory  legislation  of  the  past 
half-century  has  doubtless  tended  to  reduce  the  size  of  the 
family  among  the  lower  classes.  There  will  continue  to 
be  thousands  who  will  breed  blindly,  regardless  of  the 
future  of  their  children;  but  compulsory  education  and 
the  opportunities  which  are  offered  at  present  for  intel- 
lectual improvement  should  make  the  coming  generation 
realize  more  fully  the  duties  which  they  owe  to  themselves 
and  their  children. 

We  have  been  told  by  Professor  Ross  that  those  coun- 
tries with  the  teeming  millions,  where  the  population  is 
at  the  limit  of  the  food  supply,  will  be  irresistibly  impelled 
to  go  forth  and  possess  the  uninhabited  portions  of  the 
earth.  This  is  doubtless  true,  and  they  are  welcome  to 
them.  When  the  European  states  began  their  policy  of 
colonization,  the  force  of  the  preventive  checks  to  the 
growth  of  population  was  little  appreciated.  It  was  felt 
that  some  outlet  must  be  found  for  the  surplus  population, 
and  it  was  thought  that  trade  followed  the  flag.  Already 
the  masses  of  the  people  are  beginning  to  groan  under  the 
burden  of  taxation  caused  by  the  expenditures  upon  these 
colonies  and  to  question  their  utility.  There  is  no  assur- 
ance that  the  country  which  is  the  biggest  is  the  greatest 
or  the  happiest. 

But  when  we  come  to  consider  the  possibility  that  the 
vast  hordes  may  descend  upon  the  civilized  nations  more 
happily  situated  than  themselves,  and  wrest  from  them 
the  favored  locations  they  enjoy,  this  is  a  different  mat- 
ter. True,  food  for  cannon  is  cheap.  But  cannons  are 
not  cheap.  And  a  nation  which  is  at  the  limit  of  its  food 
supply,  with  the  misery  and  burdens  which  this  implies, 
is  not  in  a  good  position  to  endure  the  tremendous  expen- 
diture which  a  modern  campaign  demands.  In  this  strug- 
gle the  nation  which  enjoys  a  safe  margin  from  want 
possesses  a  decided  advantage.- 
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There  are  certainly  dangers  connected  with  a  too  great 
restriction  of  the  birth-rate,  but  they  are  small  compared 
with  those  of  an  excessive  rate,  and  he  who  is  not  confi- 
dent that  an  equilibrium  will  be  somehow  established, 
with  less  misery  than  the  earlier  dispensation  demanded, 
underestimates  the  power  of  the  genetic  force. 

Henry  C.  Potter:  It  is  a  misfortune,  to  me  of  pa- 
thetic proportions,  that  I  am  obliged  to  add  these  few 
words  to  this  discussion  without  the  best  of  all  prepara- 
tions for  uttering  them — I  mean  the  privilege  of  having 
heard  those  who  have  preceded  me;  and  I  desire,  there- 
fore, first  of  all  to  express  my  keen  regret  for  the  blunder 
— the  fault  of  it  is  no  one's  but  my  own — which  has  un- 
expectedly deprived  me  of  the  privilege  of  being  here  a 
listener.  For  no  graver  problem  could  be  presented  for 
discussion  by  a  sociological  society  than  that  which  con- 
cerns our  "western  civilization."  There  was  a  time  when 
that  phrase  had  hardly  any  other  than  a  playful  signifi- 
cation. If  there  was  a  civilization  that  was  western 
rather  than  eastern  or  southern,  it  was  supposed  to  be 
that  British  civilization  which  has  had  its  triumph  and 
has  won  its  wonderful  victories  by  other  forces — racial, 
civic,  ethical — than  those  which  are  supposed  to  be  pecu- 
liar to  these  shores;  and  it  must  be  remembered  that 
when,  after  the  Revolutionary  War,  our  ancestors  under- 
took to  construct,  out  of  the  original  colonies,  a  republic, 
there  were  estimable  and  not  unfriendly  observers  in 
older  lands  who  were  not  slow  to  prophesy  the  speedy 
extinction  here  of  all  civilization.  It  did  not  happen. 
There  were  three  great  strains  that  mingled  in  the  settle- 
ment of  the  parent  colonies,  and  their  influence  cannot 
easily  be  exaggerated.  One  of  these  was  Dutch,  another 
was  British,  and  another  was  French-Huguenot;  and  all 
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of  these  stood  for  certain  great  ideas  which,  whatever 
may  be  the  ultimate  development  of  this  republic,  laid  its 
foundations.  And  in  each  of  these,  in  time,  there  was  a 
clear  and  profound  conviction  as  to  the  august  office, 
authority,  and  origin  of  the  family.  I  do  not  know  that, 
if  the  founders  of  the  republic  could  have  seen  so  far 
forward  as  the  modern  doctrine  of  evolution,  they  would 
invariably  have  challenged  it;  for  men  of  science  then, 
who  were  very  far  from  being  agnostics,  recognized — 
some  of  them,  at  any  rate — the  inexorable  operation,  or- 
dinarily, of  great  natural  laws.  But  behind  the  natural 
laws  they  saw  a  divine  law  and  a  divine  Mind;  and  in 
the  Bible  they  believed  that  they  had  an  expression  of  that 
Mind  at  once  authoritative  and  infallible.  Well,  they 
read  in  that  Bible:  "Children  are  an  heritage  from  the 
Lord :  and  the  fruit  of  the  womb  is  his  reward.  Happy 
is  the  man  who  has  a  quiver  full  of  them"  (Psalm 
127:  3-5).  And  so  a  large  family — fatherhood,  and  espe- 
cially motherhood — came  to  be  regarded  as  part  of  a 
sacred  calling  and  the  great  households  of  children  with 
which  American  tradition  is  familiar  were  a  note  of  re- 
publican glory  and  virtue. 

That  those  earlier  ideas  and  ideals  have  widely  ceased 
to  prevail  there  can  be  no  doubt;  and  that  they  had  in 
them  theories  of  obligation,  or  privilege,  that  were  not 
wholly  true  there  can,  I  think,  be  as  little  doubt.  In  the 
begetting  and  rearing  of  children,  as  truly  as  of  inferior 
creatures,  there  may  be  a  valid  place  for  the  precept 
Multum,  nan  multa;  and  the  first  question  for  the  citizen 
is  not  so  much,  How  many  children  are  born  in  the  re- 
public? as  the  question.  Under  what  conditions  are  they 
being  born  and  reared,  and  what  is  the  promise  of  their 
maturity  to  the  well-being  of  the  state  ? 

And  this  brings  me  to  the  peril  which,  as  you  will 
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doubtless  have  heard  long  before  these  words  are  read  to 
you,  menaces  our  land  to-day.  We  are  told,  on  the  one 
hand,  that  the  republic  is  being  inundated  with  immi- 
grants from  all  parts  of  the  world,  who  are  fertile,  but 
not  intelligent;  material  in  their  hungers,  but  ignoble  in 
their  aspirations ;  the  product  of  conditions  often  cruel 
and  brutal  in  other  lands;  and  not  likely  to  be  unselfish 
or  spiritually  minded  here.  We  are  told  that,  multiplying 
like  rabbits,  they  will  soon  outnumber  the  native  stock, 
and  that  no  more  urgent  sociological  question  can  chal- 
lenge our  best  intelligence  than  that  which  confronts  us 
here. 

I  partly  believe  it;  but  I  do  not  despair  either  of  the 
republic  or  of  the  maintenance  in  it  of  the  higher  ideals 
of  the  family.  It  may  be  that  we  shall  strive  in  vain  to 
re-erect  upon  its  throne  that  august  sovereignty  of  the 
family  which  deified  fatherhood,  and  which  slaughtered 
women  in  the  interest  of  bearing  sixteen  children !  I  am 
not  prepared,  at  any  rate,  to  say  that  some  of  those  earlier 
theories  of  huge  families  were  anything  better  than  the 
selfish  incarnation  of  unconsciously  hypocritical  ideas 
(for  there  is  such  a  thing  as  "unconscious  hypocrisy") 
disguising  itself  as  religious  duty.  But,  the  moment  that 
this  is  said,  it  must  also  be  remembered  that  what  some- 
body has  aptly  called  "shirking  the  penalties  of  marriage" 
has  begotten  among  us  a  group  of  nameless  vices,  of 
which  prenatal  infanticide  is  only  one,  and  which  deserve 
alike  our  indignant  reprobation  and  our  hostility. 

And  then,  let  us  remember  that,  in  order  to  secure 
worthy  American  children  for  the  republic,  we  must  have 
worthy  parents.  If  it  be  true  that  there  are  swarming 
to  these  shores  multitudes  out  of  many  lands,  whose  con- 
ception of  life  is  little  more  than  the  merest  animalism, 
we  may  not  forget  that  these,  of  whatever  race  or  blood 
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they  are,  are  our  brothers  and  sisters,  and  that  ours  must 
be  the  sacred  office  of  striving  to  Hft  them  up.  You  and 
I  beheve  that  this  is  a  land,  not  only  of  great  ideals,  but 
of  the  greatest.  Let  us  show  that  we  believe  in  them,  by 
making  them  to  live  and  burn  in  the  breasts  of  all  who 
touch  these  shores. 

Emily  Balch  :  The  selective  action  of  a  birth-rate 
which  is  decreasing  rapidly  at  the  top  is,  of  course,  a  most 
familiar  subject.  To  that  is  added,  in  our  country,  the 
fact  that  the  selection  is  not  only  a  selection  in  favor  of 
lower  economic  and  social  classes,  but  also  very  markedly 
a  selection  in  favor  of  the  foreign  blood.  Already  in  the 
United  States  the  white  population  of  native  parentage 
is  only  just  over  half  for  the  whole  United  States,  count- 
ing equally  and  including  the  states  which  receive  little 
immigration  as  well  as  the  states  which  receive  much. 
Now,  within  this  body  the  native-born  have  fewer  mar- 
riageable women;  the  marriageable  women  marry  later; 
fewer  of  them  marry  at  all;  many  of  them  are  childless; 
those  of  them  that  have  children  have  fewer  children — 
not  only  have  fewer  children,  but  have  fewer  surviving 
children.  The  death-rate  lessens  the  difference  between 
the  number  of  births,  but  it  does  not  wipe  it  out.  It  still 
remains  true  that  the  native  woman  rears  fewer  children 
than  the  foreign-born.  The  figures  of  the  new  Massa- 
chusetts census,  which  are  published  only  in  part  in  the 
preliminary  bulletin,  are  growing  to  be  extremely  foreign, 
and  one  interesting  point  is  brought  out  in  regard  to  the 
shorter  child-bearing  period  of  the  native  women.  This 
period  is  for  the  foreign-born  women  over  eight  years, 
and  for  the  native  women  only  five  years.  Respecting  the 
influence  which  Mr.  Ross  has  given  the  family  factor, 
limited   even   when   the  number  of   children   desired   is 
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present,  one  element  is  that  the  lower  birth-rate  may  gen- 
eralize itself,  and  there  are  reasons  to  expect  this  in  homo- 
geneous countries,  like  England,  where  this  has  already 
taken  place  to  a  considerable  degree,  the  rural  counties 
and  smaller  places  feeling  the  effect  of  this  new  change 
very  markedly.  In  Germany  it  has  not  yet  taken  place. 
There  the  effect  is  maintained  very  nearly  in  the  great 
centers;  but  there  is  no  reason  why  it  should  not  spread 
to  the  country  and  the  poorer  classes,  because  the  popula- 
tion is  essentially  homogeneous.  With  us  there  is  not 
only  all  that,  the  higher  birth-rate  among  the  lower  social 
and  economic  classes,  the  reasons  for  which  I  will  not 
discuss  because  we  all  have  it  in  mind,  but  there  is  also 
a  racial  and  religious  stratification  running  with  the  eco- 
nomic and  social.  Of  course,  that  is  particularly  true  in 
a  population  like  that  of  Massachusetts,  where  the  popu- 
lation is  so  much  diversified.  Where  the  Germans  and 
Scandinavians  make  the  population  this  is  less  true. 

I  think  there  must  be  in  everybody's  acquaintance 
someone  to  suggest  that  there  are  a  great  many  childless 
families  involuntarily — a  great  many  families  of  a  few 
children  where  more  children  would  be  most  heartily  wel- 
come. It  is  a  well-known  fact  that  when  the  habits  of 
any  animal  are  disturbed  its  fertility  falls  off,  so  that 
many  animals  do  not  continue  to  breed  in  captivity.  It 
seems  to  be  a  parallel  fact  that  all  types  of  men  are  not 
fertile  under  civilization.  Possibly  men  are  not  naturally, 
quite  apart  from  any  other  interference,  highly  fertile 
under  the  most  highly  civilized  conditions.  What  are 
you  going  to  do  about  it  ?  We  have  some  extremely  in- 
teresting suggestions  in  the  discussion  which  has  recently 
been  going  on  in  the  London  Times,  Sidney  Webb  start- 
ing it  last  March,  which  brought  the  whole  question  on 
the  carpet  again  so  vigorously.     Sidney  Webb,  of  course. 
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lays  great  stress  on  the  economic  factor,  and  believes  that 
society  should  take  a  share,  and  that  we  should  quickly 
come  to  social  endowment  of  motherhood.  Now  it  seems 
to  me  obvious  that,  in  the  shape  in  which  Mr.  Webb  pro- 
poses that,  it  would  be  really  by  no  means  an  improve- 
ment, as  far  as  the  selective  aspect  of  the  matter  goes. 
If  you  believe  that  the  decrease  of  the  birth-rate  has  gone 
so  far  that  it  is  a  serious  matter  as  a  total,  then,  of  course, 
if  you  want  simply  to  have  more  people,  to  have  any  kind 
of  people,  depraved  people  quite  as  well  as  any  other  class, 
measures  like  this,  like  feeding  school  children,  are  a 
good  thing ;  but  if  you  believe  it  is  important  to  have  not 
only  more  people,  but  most  particularly  to  have  more  of 
the  right  kind  of  people,  then  any  measure  of  encourage- 
ment should  be  most  carefully  selective  in  character. 

The  first  meeting  of  the  sociological  society  in  Eng- 
land, as  you  are  doubtless  aware,  was  largely  given  up 
to  the  discussion  of  eugenics  by  Francis  Galton.  He 
discussed  the  matter  in  a  most  conservative  and  at  the 
same  time  suggestive  way.  One  of  the  newspaper  corre- 
spondents, following  on  this  general  discussion,  suggested 
that  anybody  who  chose,  nobody  to  be  compelled,  but  any 
persons  who  voluntarily  chose  might  present  themselves 
at  an  office  for  examination  and  get  a  marking  and  get 
themselves  rated  on  intelligence,  and  in  proportion  to  this 
rating  get  a  subsidy  for  children,  each  subsidy  to  be  for 
each  child,  but  the  rate  varying  according  to  their  rating. 
Obviously  we  are  in  Utopia  when  we  discuss  anything 
like  that  as  an  immediate  policy.  But  it  is  a  kind  of  thing 
that  people  are  certainly  going  to  have  to  take  into  ac- 
count in  the  future. 

It  does  seem  to  me  that  there  is  a  certain  turn  of  the 
tide  already  in  the  upper  layer,  measuring  by  social  and 
moral  refinement ;  that  there  is  a  good  deal  of  force  mak- 
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ing  for  a  greater  desire  for  marriage,  and  happiness  in 
marriage,  and  for  larger  families.  It  seems  to  me  that 
there  is  a  certain  element  of  thinking,  a  certain  tendency, 
perhaps,  to  think  the  profession,  the  life,  of  the  married 
woman  in  some  degree  less  intellectual  or  less  tremendous 
in  its  possibilities  than  that  of  the  unmarried  woman  at 
its  best.  This,  it  seems  to  me,  comes  through  the  fact 
that  the  modern  woman  of  the  highest  type  has  quite 
definitely  turned  her  force  in  the  other  direction ;  and  her 
new  utilization  of  health  and  love  of  it,  not  health  as  not 
being  sick,  but  health  as  being  a  splendid  living  creature ; 
her  new  interest  in  children,  not  only  in  the  quite  simple, 
inevitable  way,  but  the  tremendous  interest  in  them  that 
child-study  points  to,  and  the  tremendous  sense  of  their 
being  the  future  citizens — all  that  means  a  new  value  and 
a  readiness  to  sacrifice  anything  to  it.  It  seems  to  me  that 
there  is  a  new  sense  in  the  community  of  approbation  of 
and  admiration  for  a  happy  father  and  mother  and  a  big 
and  happy  family.  All  of  this  does  not  mean,  by  neces- 
sity, enormous  families,  of  the  Plymouth  graveyard  type, 
where  I  once  noticed  a  stone  which  said :  "Here  lies  So- 
and-so  with  twenty  small  children."  It  is  obvious  if,  say, 
nine  people  out  of  ten  married,  that  is,  you  had  forty-five 
married  couples  in  every  hundred  of  the  population,  and 
say  five  of  the  forty-five  had  no  children,  and  the  others 
had  each  raised  on  an  average  five  children,  you  would 
have  double  your  population  in  a  generation.  And  we 
have  left  a  margin  for  the  people  who  are  not  fitted  for 
marriage,  or  who  are  not  capable  of  marrying,  or  who 
have  had  life-histories  and  do  not  care  to  marry ;  and  the 
people  who  had  one  or  two  children  could  easily  be  bal- 
anced by  the  people  who  had  six  or  seven  children.  It 
does  not  mean  necessarily  to  have  a  birth-rate  which  shall 
keep  the  margin  growing,   but   should  keep   a  margin 
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which  is  necessary,  not  only  to  colonize  the  waste  places 
of  the  earth,  but  to  supply  a  certain  contingent  element, 
which,  so  far  as  we  can  see,  until  we  get  very  much  far- 
ther on  in  volition,  we  are  going  to  need  as  an  element 
pushing  us  all  forward  toward  progress. 

I.  M.  RuBiNOW :  It  is  hardly  necessary  to  say  that  in 
his  able  paper  Professor  Ross  has  touched  upon  one  of 
the  most  important  problems  of  society,  and  one  of  the 
most  difficult  to  solve.  The  speaker  is  certainly  to  be 
congratulated  upon  the  fearlessness  with  which  he  has 
attacked  the  problem,  not  hesitating  to  call  a  spade  a 
spade. 

On  the  other  hand,  one  cannot  help  thinking  that  he 
may  have  exaggerated  the  extent  of  the  opposition  which 
his  views  will  create;  for,  while  the  numerous  classes  he 
has  mentioned  in  the  end  of  his  paper  may  have  a  great 
deal  to  say  against  his  theories,  the  undisputed  fact  is 
that  it  is  these  very  classes  which,  in  this  country  at  least, 
have  made  Neomalthusianism  more  than  an  abstract 
theory. 

The  facts  quoted  in  the  paper  are  undisputed ;  the 
decreasing  birth-rate  is  admitted  by  all  statisticians; 
nevertheless,  it  seems  to  me  that  in  trying  to  prove  his 
point  Professor  Ross  has  overestimated  one  cause  and 
minimized  all  others.  That  the  decreasing  birth-rate  is 
partly  due  to  the  exercise  of  the  human  will  in  marital 
relations  cannot  be  denied,  but  is  this  the  only  explana- 
tion? Can  it  really  be  asserted  that  there  is  no  marked 
weakening  of  the  inclination  to  marry,  if  in  this  country 
the  percentage  of  unmarried  women  between  the  ages  of 
twenty-five  and  forty-four  has  increased  within  the  short 
period  of  ten  years  (1890-1900)  from  16  to  18  per  cent.? 

Another  important  fact  is  waived  aside,   and  to  my 
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opinion  unjustly,  namely,  the  effect  of  the  postponement 
of  marriage.  That  this  factor,  by  reducing  the  limits  of 
the  child-bearing  period,  necessarily  reduces  the  possible 
maximum  of  births,  needs  no  demonstration.  The  family 
of  twenty  children  can  no  more  be  met  with.  But  it  is 
also  a  well-known  physiological  fact  that  the  chances  of 
conception  are  very  much  smaller  with  women  who  re- 
main unmarried  until  thirty,  and  that  among  them  the 
proportion  of  sterile  marriages  is  considerably  higher. 
While  it  may  be  difficult  to  calculate  the  force  of  these 
factors  exactly,  there  can  be  no  doubt  that  they  exist,  and 
are  becoming  stronger,  so  that  the  birth-rate  of  civilized 
nations  is  limited  by  other  factors  than  that  which  Pro- 
fessor Ross  emphasizes. 

Now,  are  these  other  factors  sufficient  to  obtain  the 
results  necessary  from  the  Malthusian  point  of  view?  I 
meet  this  with  another  question :  Is  it  really  necessary 
to  obtain  such  results?  Professor  Ross  accepts  the  Mal- 
thusian doctrine  in  its  entirety;  and  that  seems  to  be  the 
weakest  point  in  his  argument.  It  is  hardly  possible  to 
enter  here  into  an  extensive  examination  of  that  doctrine, 
nor  is  it  necessary,  after  the  interesting  analysis  given 
by  Professor  Fetter;  but  many  of  the  statements  made 
in  the  paper  are  somewhat  startling. 

I  wonder  how  many  students  of  history  will  agree  with 
the  generalization  that  most  of  the  wars  have  been  caused 
by  overpopulation,  or  that  poverty  and  class  antagonism 
are  due  to  an  excessive  birth-rate,  and  that  these  evils 
could  be  cured  by  reducing  the  birth-rate.  Surely  there 
is  no  dearth  of  class-antagonism  in  France,  where  the 
reduced  birth-rate  has  become  a  grave  national  problem. 
The  poverty  of  the  Russian  peasant  can  hardly  be  as- 
cribed to  overpopulation,  especially  in  the  Malthusian 
sense  of  insufficient  food-supply,  so  long  as  Russia  con- 
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tinues  to  export  millions  of  bushels  of  grain  to  feed  half 
of  prosperous  Europe.  No  matter  what  the  advantages 
of  Malthus'  views  as  an  abstract  theory  in  mathematics, 
their  invocation  is  peculiarly  out  of  date  after  a  fifty- 
years'  period  of  falling  prices  of  cereals,  from  which  the 
agriculture  of  the  world  is  just  beginning  to  recover. 
And  when  one  thinks  of  the  barbarous  condition  of  agri- 
culture throughout  the  world,  the  danger  seen  by  Malthus 
vanishes  into  the  dim  future  concerning  which  speculation 
is  as  fruitless  as  it  would  be  to  worry  about  the  possible 
exhaustion  of  the  coal  supply. 

Thus  the  advantages  of  a  reduced  birth-rate  from  the 
economic  point  of  view  are  problematic,  to  say  the  least. 
On  the  other  hand,  the  disadvantages  and  dangers  have 
already  assumed  a  very  serious  aspect.  First  there  is  the 
danger  of  depopulation.  That  a  falling  of  the  birth-rate 
below  the  death-rate  is  undesirable,  Professor  Ross  ad- 
mits ;  but  he  meets  the  difiiculty  in  a  rather  arbitrary  way. 
"The  family  to  be  standardized,"  he  says,  "is  not  the 
family  of  one  to  three,  but  the  family  of  four  to  six 
children."  This,  however,  begs  the  entire  question.  For 
it  is  not  a  theory,  but  a  condition,  which  confronts  us. 
And  the  condition  is  that  where  Neomalthusianism  is 
actually  practiced,  the  family  hardly  ever  reaches  four, 
and  never  six,  children;  that  two  children,  or  even  one 
child,  if  not  absolute  sterility,  becomes  the  ideal ;  and  that 
the  number  of  children  in  the  Neomalthusian  family  can 
be  measured  only  by  the  frequency  of  breaks  in  the  family 
system.  This  is  the  condition  that  France  has  to  deal 
with;  and  this  is  the  condition  that  we  in  this  country 
have  to  deal  with — only  in  this  country  the  enormous 
immigration  and  the  admixture  of  races  of  more  normal 
habits  obscure  the  actual  gravity  of  the  situation. 

No  less  lightly  does  Professor  Ross  meet  the  great 
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danger  of  deterioration  of  the  type.  "Let  the  lower  na- 
tions and  the  lower  races  also  become  adherents  of  Neo- 
malthusianism,"  he  says.  How  probable  the  conversion 
of  the  African  or  the  Asiatic  to  this  scientific  practice  may 
be,  is  a  question  not  to  be  answered  at  once;  but  if  the 
gradual  introduction  of  these  methods  has  so  rapidly 
reacted  upon  the  growth  of  population,  what  will  be  the 
results  if  the  methods  are  to  become  universal  ? 

Finally,  a  great,  and  perhaps  the  greatest,  objection 
remains — that  which  the  physiologist  and  the  physician 
would  indicate.  It  is  to  be  regretted  that  some  prominent 
representative  of  the  medical  profession  is  not  here  to 
discuss  this  problem  in  the  light  of  medical  experience. 
But  even  the  every-day  family  physician  knows  the  evils 
of  Neomalthusianism.  They  are  not  accidental,  but  in- 
herent in  the  practice.  No  preventive  device  is  secure  and 
harmless  to  the  man  or  the  woman,  or  to  both;  and  it 
may  be  said,  as  a  general  rule,  that  the  poorer  the  family, 
the  more  injurious  are  the  methods  used.  Thus  Neo- 
malthusian  victims  are  already  filling  the  receptions  rooms 
,Lif  our  gynecologists,  of  our  alienists,  and  even  the  wards 
of  hospitals  for  the  insane.  The  layman  will  find  a  good 
picture  of  this  aspect  of  the  problem  in  Zola's  great  novel 
Fecondite;  for,  while  the  portrayal  there  is  somewhat 
concentrated,  it  contains  not  a  single  incident  that  every 
family  physician  has  not  met  in  his  practice. 

The  sociologist  must  meet  the  situation  squarely.  The 
practice  of  limiting  the  number  of  children  is  bound  to 
spread,  for  in  modern  society  the  causes  of  this  tendency 
are  incurable.  Children  are  an  impediment,  not  only  to 
the  climber,  to  whom  the  first  child  is  often  a  greater 
hindrance  than  the  fourth,  but  to  every  man  aiming  at 
a  higher  standard  of  living.  The  disadvantage  of  parent- 
age it  still  greater  for  woman,  to  whom  it  means  danger 
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to  life,  bodily  injury,  and  a  long  life  of  toil  and  worry; 
and  the  problem  is  especially  acute  now  for  the  middle- 
class  woman,  because  in  earlier  days  the  hired  service  of 
other  women  helped  her  to  shift  most  of  the  burden  of 
motherhood  upon  other  shoulders.  For  all  these  causes 
modern  society  knows  no  relief. 

The  motherly  instinct,  however,  is  almost  universal. 
But  this  instinct  does  not  demand  a  very  large  number 
of  children;  and  economic  conditions,  arbitrary  regula- 
tions, and  conventional  morality  force  a  great  many 
women  into  a  celibate  or  childless  existence. 

If  a  purely  theoretical  solution  to  this  grave  problem 
were  desired,  one  might  say  that,  if  sexual  life  were  not 
enforced  upon  the  unwilling  woman,  as  it  was  in  the  days 
of  savagery  with  a  club,  and  in  our  days  of  western  civili- 
zation by  means  of  the  marriage  contract,  there  would  be 
no  need  of  the  fear  of  overpopulation ;  and  were  the  ma- 
ternal instinct  of  all  women  satisfied  with  a  limited  num- 
ber of  children,  there  would  be  no  danger  of  depopula- 
tion. These  suggestions  may  sound  shocking,  but  they 
are  not  new.  For  the  right  of  motherhood  per  se  has 
already  been  advocated  by  German  feminists,  and  the 
onerous  obligations  of  enforced  wifehood  are  silently 
objected  to  by  thousands  of  women. 

This  solution  is,  of  course,  worthless  under  modern 
social  conditions,  based  upon  the  economic  and  sexual 
dependence  of  woman  upon  man.  The  modern  family, 
under  the  disguise  of  a  sanctified  ideal  of  marital  fidelity, 
as  flippant  Bernard  Shaw  has  effectively  expressed  it, 
permits  a  husband  to  commit  rape  upon  his  wife.  The 
scientific  sociologist,  however,  need  not  be  told  that  mod- 
ern society  and  the  modern  family  do  not  possess  the 
virtue  of  absolute  finality. 
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C.  W.  A.  Veditz  :  Two  points  have  been  merely 
touched  upon  which  occur  to  me  as  having  a  fundamental 
bearing  upon  the  subjects  discussed  in  Professor  Ross's 
paper.  The  first  of  them  is  so  plain  as  to  require  nothing 
more  than  statement. 

When  in  any  family  the  number  of  children  is  so  great 
as  to  exceed  the  number  which  could  be  properly  fed, 
properly  clothed,  and  properly  cared  for,  this  excess  of 
numbers  is  apt  to  mean,  not  merely  the  extinction  of  the 
surplus  children,  but  the  underfeeding  and  undertraining 
of  all  of  them.     If,  for  instance,  the  income  of  a  given 
family  is  just  sufficient  to  rear  decently  three  children, 
and  five  are  put  into  the  world,  the  probable  consequence 
is  not  the  total  neglect  of  the  two  extra  children,  but  in- 
sufifiicient  care  for  all  five.     Too  large  families,  therefore, 
mean,  to  say  the  least,  an  economic  waste  greater  than 
that  involved  in  the  ultimate  extinction  of  the  excessive 
members.     Professor  Ross,  however,  appears  to  suggest 
that  the  presence  of  a  large  number  of  children  in  a  poor 
family  entails  a  selective  process  which  weeds  out  the 
physically  and  mentally  unfit  and  results  in  the  survival 
of  the  fittest.     I  do  not  think  that  this  is  the  case  either 
in  the  large  families  or  in  the  small  families,  or  that  it  is 
mainly  in  the  richer  families  with  few  children  that  the 
weaker  offspring  are  given  the  special  care  that  insures 
their  survival.     For  whether  the  family  is  large  or  small, 
whether  it  contains  three  children  or  ten,  whether  the 
parents  are  rich  or  poor,  it  is  as  likely  in  the  one  case  as 
in  the  other  that  the  physically  and  intellectually  weak  are 
not  weeded  out  in  infancy,  but  kept  alive  by  dint  of  lavish 
care,  which  in  the  case  of  a  family  of  ten  children  with 
poor  parents  necessarily  involves  a  corresponding  neglect 
of  the  naturally  stronger  and  brighter  children. 
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The  second  point  of  equally  fundamental  importance 
is  the  manifest  conflict  of  interests  between  the  individual 
family  and  the  community  at  large.  The  community 
wants  soldiers,  it  wants  laborers,  it  wants  numerical 
strength.  In  France  systematic  endeavors  have  long  been 
made  by  both  private  and  public  organizations  to  prevent 
depopulation.  But  it  has  frequently  been  noted  there 
that  the  very  leaders  of  the  movement  for  raising  the 
birth-rate  are  among  those  who  in  their  private  lives 
pursue  that  policy  of  "intelligent  egoism"  which  limits 
the  family  to  one  or  two  children.  They  want  the  popu- 
lation to  be  increased,  but  they  prefer  that  their  own 
families  remain  small  and  that  their  fellow-citizens  "save 
the  nation  from  extinction."  This  conflict  of  interests 
has  been  strikingly  brought  out  in  recent  French  liter- 
ature by  a  score  of  novelists  and  playwrights,  of  whom 
the  foremost  is  probably  Henri  Brieux,  the  author  of 
Matcniitc.  If  it  be  in  the  interest  of  society  to  have  a 
relatively  higher  birth-rate,  I  fail  to  note  any  fallacy  in 
the  argument  that  if  society  is  to  reap  the  advantages 
from  large  families,  then  society  should  at  least  bear  a 
large  part  of  the  burden  involved  by  large  families. 

Walter  E.  Willcox:  Professor  Ross's  paper  sug- 
gests the  possibility  of  agreement  among  sociologists 
upon  certain  fundamental  points  involved  in  the  problem 
of  population.  There  is  no  time  now  to  elaborate  or  dis- 
cuss these  points,  which,  it  will  be  seen,  lead  us  up  to  the 
question  which  the  British  Sociological  Society  has  been 
considering  the  last  two  years,  and  which  Francis  Galton 
has  done  so  much  to  bring  within  the  range  of  serious 
discussion.  These  points,  as  I  see  them,  are  briefly  as 
follows : 
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1.  The  increase  of  population  among  peoples  of  Eu- 
ropean stock  during  the  last  two  centuries  has  been  enor- 
mous and  unprecedented. 

2.  This  increase  has  not  been  due  to  any  increase  in 
the  birth-rate,  but  rather  to  a  decrease  in  the  death-rate. 

3.  The  decrease  in  the  death-rate  has  been  due  to  two 
main  causes :  first,  an  increased  production  of  food,  not 
only  in  Europe,  but  especially  in  other  lands  made  tribu- 
tary to  European  peoples;  and,  secondly,  an  increase  in 
human  control  over  diseases  and  causes  of  death  not  con- 
nected with  the  food  supply. 

4.  While  the  second  great  cause  of  a  decreased  death- 
rate  may  continue  to  operate  with  undiminished  vigor, 
the  first  seems  likely  to  become  less  potent. 

5.  During  the  last  half-century  the  birth-rate  among 
peoples  of  European  stock  has  tended  to  decrease,  this 
tendency  beginning  to  operate  at  different  dates  in  differ- 
ent countries  and  in  different  classes  of  society,  but  being 
now  well-nigh  universal  among  the  carriers  of  western 
civilization. 

6.  The  primary  cause  of  this  decrease  is  that  within 
the  last  half-century  the  western  peoples  have  acquired 
for  the  first  time  the  power  to  control  the  birth-rate  and 
have  exercised  that  power  in  accordance  with  their  indi- 
vidual judgment. 

7.  In  the  decrease  of  the  death-rate  the  interests  of 
the  individual  striving  to  prolong  both  his  own  life  and 
the  lives  of  those  dear  to  him,  and  the  interests  of  society 
striving  to  reduce  the  sum-total  of  death  in  the  commu- 
nity, have  co-operated  effectively  toward  a  common  end. 

8.  In  the  decrease  of  the  birth-rate,  on  the  other  hand, 
there  always  may  be,  and  doubtless  often  is,  a  conflict 
between  the  apparent  or  real  interests  of  the  individual 
or  family  and  the  real  interests  of  society,  the  former 
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often  indicating  a  balance  of  individual  or  family  advant- 
age in  favor  of  a  small  family,  the  latter  always  indicating 
that  it  is  for  the  welfare  of  man,  as  of  any  other  form  of 
life,  to  continue  the  species,  so  far  as  possible  and  as  a  rule 
through  the  agency  of  its  best  individuals. 

9.  This  conflict  of  interests  makes  it  possible,  if  not 
probable,  that  the  decrease  of  the  birth-rate  resulting 
from  considerations  solely  or  mainly  of  individual  or 
family  welfare  may  be  more  rapid,  either  in  the  entire 
community  or  in  parts  of  it,  than  the  welfare  of  the 
society  as  a  whole  or  of  humanity  justifies. 

10.  Under  present  conditions  it  seems  probable  that 
a  nation  may  increase  mainly  from  its  weaker  lines  of 
descent,  or  at  least  may  not  gain  as  it  might  and  should 
from  its  best  lines.  This  change  may  extend  even  to 
races,  and  the  white  race  lose  the  numerical  predominance 
it  has  so  recently  acquired. 

11.  This  possibility  or  probability  raises  a  question 
of  great  sociological  importance,  whether  a  readjustment 
both  ethical  and  economic  is  not  needed  and  imminent, 
whereby  the  present  and  future  birth-rate  of  the  entire 
community  or  of  the  classes  of  pre-eminent  social  worth 
may  be  controlled  less  exclusively  by  the  interests  of  the 
individual  or  the  family,  and  more  by  the  general  inter- 
ests of  society,  or  whereby  society  may  gradually  modify 
the  interests  of  the  former  class  into  closer  agreement 
with  its  own. 


BABEUF'S  PLACE  IN  THE  HISTORY  OF 
SOCIALISM. 

ULYSSES  G.  WEATHERLY. 

In  speaking  of  the  French  revolutionary  movements  of 
1789,  1793,  1830,  1832,  and  1848,  Professor  Werner 
Sombart  declares  that  "we  have  here  movements  which 
are  essentially  middle-class ;  in  them  political  liberties  are 
sought,  and,  so  far  as  the  proletarians  are  concerned,  the 
masses  fight  the  battles  of  the  middle  classes."  So  far 
as  the  first  phase  of  the  revolution,  that  of  1789,  is  con- 
cerned, it  is  beyond  controversy  that  the  proletariat  played 
no  part  as  a  separate,  class-conscious  order.  But  when 
Sombart  asserts  that  the  movement  of  1793  was  "essen- 
tially non-proletarian,"  it  is  impossible  to  reconcile  his 
view  with  the  explicit  utterances  of  the  great  terrorists 
or  with  the  clearly  marked  trend  of  political  activity. 
Delbriick,  on  the  other  hand,  has  expressed  the  belief  that 
Marat  and  Robespierre  were  true  social  democrats,  and 
Menger  declares  that  Babeuf's  conspiracy  was  the  start- 
ing point  of  the  present  social  movement.^  It  had  al- 
ready become  apparent  in  1793  that  the  form  of  political 
equality  as  taught  by  Rousseau  was  incapable  of  realiza- 
tion in  the  face  of  an  uncontrolled  inequality  of  property. 
The  note  of  protest  against  the  abuses  of  property  and 
against  the  capitalist  class  grew  ever  stronger  in  the 
months  preceding  the  Terror.  Foreign  war  and  domestic 
insurrection  left  to  the  Jacobin  leaders  little  time  to  work 
out  fundamental  social  doctrines,  but  it  is  not  difficult 
to  see  that  Robespierre  and  Saint-Just,  if  left  in  perma- 

^  Right  to  the  Whole  Produce  of  Labor,  London,  1899,  p.  63. 
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nent  control,  would  have  been  carried  by  the  logic  of  their 
own  doctrines  to  the  principle  of  social  control  of 
property. 

That  this  trend  had  been  clearly  manifest  is  indicated 
by  the  fact  that  the  Thermidorean  reactionaries  thought 
it  necessary  to  push  through  the  Convention,  after  Robes- 
pierre's death,  a  proclamation  declaring:  "Property  ought 
to  be  sacred.  Far  from  us  those  systems  dictated  by 
immorality  and  indolence  which  would  prolong  the  hor- 
rors of  thievery  and  erect  it  into  a  settled  principle.  Let 
the  authority  of  the  law  guarantee  the  right  of  property 
as  it  guarantees  all  the  other  right  of  citizens."^  Mallet 
du  Pan,  in  his  Memoires,  asserts  that  the  Jacobins  "were 
tending  toward  an  agrarian  law,  toward  the  community 
of  goods  and  powers,  and  toward  the  establishment  of  an 
agrarian,  military  and  conquering  democracy;  they  had 
declared  war  on  commerce,  on  the  arts  and  on  industry, 
and  wished  to  change  France  into  a  republic  of  soldier- 
laborers."^  Thermidor  checked  the  tendency  toward  an 
economic  revolution  just  at  the  moment  when  its  signifi- 
cance was  becoming  apparent. 

Loss  of  power  by  the  Jacobins  at  Thermidor  had  the 
usual  effect  of  putting  the  more  radical  element  in  control 
of  that  party.  Then,  as  so  often  in  later  years,  the  cry 
was  raised  that  the  revolution  had  after  all  only  resulted 
in  putting  the  bourgeoisie  into  the  saddle.  From  the 
extreme  element  of  the  Mountain,  from  the  irrepressible 
democrats  who  had  learned  their  political  philosophy 
from  Rousseau,  came  the  men  who  followed  "Gracchus" 
Babeuf  in  his  conspiracy  against  the  Constitution  of  I795- 
When  these  conspirators  were  arrested  the  charge  against 
them  was  merely  that  of  attempting  the  overthrow  of  the 


■9  October,  1794,  Buchez  et  Roux,  XXXVI,  128. 
'Memoires,  II,  117. 
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Directory.  At  their  trial  before  the  High  Court  at  Ven- 
dome  it  was  the  poHtical  aspect  of  the  conspiracy  that  was 
emphasized,  for  the  evidence  with  reference  to  Babeuf's 
doctrine  of  community  of  property  does  not  seem  to  have 
been  then  fully  known  to  the  prosecution.  Perhaps  it  is 
for  this  reason  that  it  has  become  the  habit  of  historians 
to  regard  the  Babouvists  as  merely  another  group  of 
revolutionary  conspirators,  the  successors  of  political 
Jacobinism.  They  were  this,  but  they  were  more.  Ba- 
beuf  demanded  first  of  all  the  restoration  of  the  Consti- 
tution of  1793  and  in  this  he  regarded  himself  merely  as 
the  successor  of  Robespierre.  Several  times  arrested,  he 
continued  to  agitate  against  the  Thermidorean  govern- 
ment as  being  the  destroyer  of  the  republic.^ 

This  was  the  political  phase  of  his  programme.  But 
while  in  prison  at  Arras  in  the  middle  of  1795  he  went 
over  definitely  to  the  communistic  doctrine,  and  shifted 
the  stress  of  agitation  from  political  to  economic  issues. 
From  this  time  his  paper,  the  Tribun  du  Peuple,  began  to 
attack  private  property  as  an  obstacle  to  political  equality. 
"The  Revolution  is  not  ended,"  says  a  Babouvist  docu- 
ment of  a  little  later  period,  "because  the  rich  absorb  all 
valuable  products  and  have  exclusive  command,  while  the 
poor  toil  like  slaves  and  count  for  nothing  in  the  state."^ 

*  The  chief  sources  on  Babouvism  are : 

Advielle,  Histoire  de  Gracchus  Babeuf  et  du  Babovisme,  2 

vols.,  Paris,  1884. 
Buonarrotti,  Histoire  de  la  Conspiration  pour  I'figalite  dite 
de  Babeuf,  2  vols.,  Bruxelles,   1828;  later  editions,   Paris, 
1830,   1842  and   1850.     An  English  translation  by  "Bron- 
terre,"  appeared  at  London  in  1836. 

The  principal  Babouvist  documents  were  republished  in  Rey- 
baud's  Reformateurs  ou  SociaHstes  Modernes,  2  ed.,  Paris, 
1848.    Tome  II,  pp.  358,  ff. 

Both  Advielle  and  Buonarrotti  (first  edition)  give  the  docu- 
ments in  full. 

*  Analyse  de  la  Doctrine  de  Babeuf. 
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At  this  period  also  there  dawned  upon  Babeuf  a  sense  of 
the  iniquity  of  the  existing  exploitation  of  labor  as  clear, 
if  not  as  lucidly  expressed,  as  that  of  Marx  himself.  "I 
behold,"  he  says  in  a  letter  to  Germain  in  July,  1795,  "I 
behold  without  shirts,  without  clothes,  without  shoes 
nearly  all  those  who  prepare  for  use  flax  and  hemp  and 
wool  or  silk,  nearly  all  those  who  weave,  who  make  cloth 
and  clothing,  who  prepare  leather,  who  make  shoes. "^ 
"If,"  he  continues,  "I  then  consider  the  little  minority 
who  lack  for  nothing,  the  landholders,  I  behold  this 
minority  composed  of  all  those  who  do  no  work,  of  all 
those  who  are  content  to  calculate,  to  combine,  to  juggle, 
to  revive  and  rejuvenate  under  ever  new  forms  the  old 
conspiracy  of  a  part  against  the  whole,  that  is,  the  con- 
spiracy by  which  a  multitude  of  hands  are  set  at  work 
without  the  owners  of  those  hands  getting  the  natural 
fruit  of  their  labor,  but  those  fruits  are  heaped  up  in 
great  masses  in  the  hands  of  criminal  speculators.  The 
latter,  having  exerted  themselves  ceaselessly  to  reduce  the 
wages  of  labor,  combine  with  their  fellow  thieves,  the 
merchants,  to  fix  the  price  of  everything  so  that  this  price 
is  only  within  the  reach  of  the  members  of  their  own 
group.  .  .  .  Thereafter  those  numerous  hands  (of  the 
laborers)  can  grasp  nothing,  touch  nothing,  and  the  real 
producers  are  devoted  to  destruction,  or  at  least  the  little 
that  is  left  to  them  is  only  the  mere  froth  or  meager 
scrapings  of  the  products  of  nature."''' 

But  it  is  not  alone  against  the  capitalistic  manufacturers 
that  Babeuf  brings  this  indictment.  The  whole  business 
organization  of  existing  society  is  part  of  the  same  vicious 
system.  "Commerce,"  he  declares,  "ought  to  vivify  every- 
thing and  carry  an  equal  support  to  all  its  agents,"  and 
he  classes  as  agents  of  commerce  all  who  in  any  way 

''  Advielle  I,    145-146. 
'  Ibid. 
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co-operate  in  the  processes  of  production.  But  why,  he 
inquires,  do  the  original  agents  of  production,  those  who 
do  the  creative  labor,  the  essential  labor,  receive  incom- 
parably smaller  returns  than  the  merchants  who  do  only 
the  most  subordinate  part  of  the  labor — that  of  ex- 
change? It  is  because  the  latter  class  "despoil,"  while 
the  laborers  allow  themselves  to  be  "despoiled."  It  is 
because  the  capitalists  and  merchants  league  together  to 
hold  in  their  grasp  the  "real  producer,  in  order  to  be 
always  in  a  position  to  say  to  him,  'Work  much  and  eat 
little,  else  you  shall  have  no  more  work,  and  especially 
you  shall  not  have  anything  at  all  to  eat.'  "^ 

Released  from  prison  in  October,  1795,  Babeuf  re- 
turned to  Paris  with  the  settled  purpose  to  work  no  longer 
merely  for  the  restoration  of  the  Constitution  of  1793, 
but  primarily  for  the  establishment  of  that  communistic 
system  which  he  now  believed  necessary  in  order  to  make 
the  republic  a  reality.  Denouncing  private  property  as 
the  chief  source  of  all  the  calamities  that  afflicted  society, 
he  proceeded  to  combine  the  more  radical  of  the  surviv- 
ing party  of  the  Mountain  with  his  own  immediate  fol- 
lowers into  a  group  known  at  first  as  the  Societe  Politique 
pour  le  Triomphe  de  Tfigalite,  later  called  the  Societe  du 
Pantheon,  which  continued  its  existence  until  interdicted 
by  the  Directory,  27  February,  1796,  when  the  Babouvists 
were  arrested. 

Consisting"  as  it  thus  did  of  one  section  whose  chief 
interest  was  political  revolution  and  of  another  con- 
cerned primarily  for  radical  economic  reorganization, 
the  Societe  du  Pantheon  was  never  a  homogeneous  group, 
and  even  Babeuf's  immediate  followers  were  not  wholly 
agreed  on  the  details  of  the  economic  programme.  After 
much  debate  all  parties  united  in  a  statement  of  principles 

'Advielle  I,  147. 
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called  the  Manifesto  of  the  Equals,  setting  forth  the  evils 
of  the  existing  order  and  outlining  a  social  system  in 
harmony  with  the  extremest  ideas  of  equality.  But,  like 
the  terrorists,  the  Babouvists  were  compelled  to  devote 
most  of  their  energy  to  preparing  a  war  for  the  estab- 
lishment of  their  political  system,  and  were  not  able  to 
elaborate  their  social  theories  as  they  might  have  done  in 
a  period  of  internal  peace.  On  account  of  the  troublous 
times  in  which  they  worked  they  were  of  necessity  rather 
the  soldiers  than  the  apostles  of  the  movement  for  which 
they  stood. 

A  secret  Directory  of  Public  Safety  had  charge  of  the 
revolutionary  propaganda.  This  body  in  addition  to 
preparing  for  insurrection  found  time  to  formulate  a 
tentative  economic  decree  to  be  submitted  to  the  national 
assembly  when  the  revolution  should  have  succeeded. 
The  chief  points  set  forth  were : 

( 1 )  That  the  unequal  distribution  of  goods  is  the 
inexhaustible  source  of  slavery  and  all  public  calamities. 

(2)  That  labor  by  all  is  the  essential  condition  of 
the  social  contract. 

(3)  That  the  ownership  of  all  the  wealth  of  France 
resides  essentislly  in  the  people  of  France  who  alone  can 
determine  and  change  the  distribution  of  it.^ 

The  first  crude  and  verbose  statements  of  economic  doc- 
trine in  Babeuf's  letters  and  in  the  Tribun  du  Peuple  were 
supplanted  by  a  document  entitled  Analyse  de  la  Doctrine 
de  Bahciif,  prepared  by  Sylvain  Marechal  and  indorsed 
by  Babeuf.  This,  together  with  the  Manifesto  of  the 
Equals  already  mentioned  and  Babeuf's  Lettre  a  M.  V — 
furnishes  the  principal  source  of  first-hand  information 
as  to  the  actual  theories  of  the  group.  As  a  system  of 
society  Babouvism  was  undoubtedly  a  purely  communistic 


Buonarrotti,  II,  157. 
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plan.  Never  before  had  the  doctrine  of  absolute  level- 
ling been  so  explicitly  proclaimed.  "Let  there  no  longer 
be  any  other  differences  among  men  than  those  of  age 
and  sex,"  exclaims  the  Manifesto.  Since  all  have  the 
same  wants  and  the  same  faculties,  let  all  accordingly 
have  the  same  education,  the  same  housing,  the  same 
nourishment.  "They  are  content  with  a  common  sun 
and  the  same  air  for  all ;  why  should  not  the  like  portion 
and  the  same  quality  of  food  suffice  for  each  according  to 
his  wants?"  "The  aim  of  society  is  happiness,  and  hap- 
piness is  equality."  So  long  as  private  property  exists 
such  equality  is  impossible,  for  property  gives  unequal 
powers.  Proudhon's  dictum,  "Property  is  theft,"  was 
clearly  foreshadowed  in  an  utterance  by  Babeuf  even  be- 
fore he  became  an  avowed  communist,  "All  that  those 
possess  who  have  more  than  their  due  individual  share 
of  the  goods  of  society  is  theft  and  usurpation ;  it  is  there- 
fore just  to  take  it  away  from  them."^"  The  land  is  to 
be  made  common  property,  cultivation  being  controlled 
by  a  central  administration  so  that  there  shall  be  in  each 
commune  a  well  regulated  body  of  cultivators  working 
in  harmony  with  the  general  interest.  Private  commerce 
in  agricultural  products  is  to  be  abolished,  and  all  com- 
modities collected  into  public  magazines,  whence  they 
are  to  be  distributed  by  the  administration  to  citizens  ac- 
cording to  their  needs.  For  it  is  needs  and  not  produc- 
tive power  that  are  to  determine  distribution.  Labor  is 
required  from  all,  and  to  distribute  to  each  according  to 
his  work  would  mean  inequality,  since  all  cannot  work 
alike.  "The  unequal  production  of  equal  labor,"  says 
Buonarrotti,  "ought  to  be  rewarded  by  an  impartial  dis- 
tribution."^^ 


'"  Tribun  du  Peuple,  No.  2,3,  cited  by  Menger :   Right  to  the  Whole 
Produce  of  Labor. 
"  Buonarrotti,  I,  257,  note. 
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It  follows  then  that  charity  to  the  dependent  classes  as 
such  disappears.  Marat  and  Saint-Just  had  denounced 
poverty  and  mendicancy  as  disgraceful  to  a  democratic 
state.  To  the  Babouvists  the  rights  of  the  dependent 
and  defective  classes  are  equal  to  those  of  the  workers 
so  far  as  regards  the  goods  of  society.  Since  they  cannot 
work,  the  right  of  property  is  replaced  by  the  "right  of 
every  individual  to  an  existence  as  happy  as  that  of  all 
the  other  members  of  the  social  body."^- 

It  is  hardly  necessary  to  say  that  the  Babouvists,  being 
disciples  of  Rousseau,  were  hostile  to  the  existence  of 
cities.  Their  ideal  system  is  one  of  communes  more  or 
less  rural  in  character,  where  men  are  kept  in  direct  con- 
tact with  nature.  Babeuf  looks  forward  to  the  time  when 
the  arts  working  in  harmony  with  the  tillers  of  the  soil, 
shall  extinguish  the  great  cities — those  receptacles  of 
every  vice — and  cover  France  with  villages  adorned  with 
crowds  of  happy  residents. ^^  Buonarrotti  is  still  more 
emphatic.  He  characterizes  cities  as  a  symptom  of  pub- 
lic discontent  and  a  sure  precursor  of  civil  convulsions. 
The  gathering  there  of  great  wealth  and  luxury  breeds 
sycophancy,  dependenc}'-  and  moral  disorder.  Alore- 
over,  constant  change  of  services  and  of  wages  where 
wealth  and  luxury  abound  makes  certain  classes  neces- 
sarily inferior  and  thus  destroys  equality.^^ 

But  while  Babouvism  was  thus  a  communistic  system, 
and  in  fact  a  more  or  less  Utopian  one,  it  was  based  on 
economic  doctrines  equivalent  to  and  often  identical  with 
those  of  modern  scientific  socialism.  If,  as  Marx  de- 
clared, there  can  be  no  political  movement  which  is  not 
at  the  same  time  social  and  economic,  then  the  Babou- 
vists were  the  first  of  the  moderns  to  perceive  the  econ- 


^  Buonarrotti,  I,  208. 

"  Reponse  a  M.  V :    Buonarrotti,  II.  225. 

"  Buonarrotti,  I,  221-224. 
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omic  basis  of  the  social  problem  and  to  state  the  social- 
istic philosophy  of  society.  Stripped  of  verbiage  and  the 
sentimental  cant  of  Rousseauism,  there  remains  in  their 
teaching  the  essence  of  nearly  every  important  dogma  of 
the  modern  socialist  party. 

Babeuf  foresaw  the  central  point  of  attack  on  social- 
ism, in  the  charge  that  it  would  destroy  the  incentive  to 
progress  by  destroying  specialized  tastes  and  aptitudes 
and  by  withdrawing  the  personal  stimulus  to  scientific 
research  and  invention.  He  meets  this  with  the  conten- 
tion that  science  and  invention  depend  "more  on  love  of 
glory  than  on  love  of  wealth."  In  a  communistic  state, 
he  declares,  genius  would  be  honored  and  rewarded  bet- 
ter than  under  the  present  corrupt  system  where  genius 
and  virtue  starve  while  folly  and  crime  prosper.  In  any 
case  the  results  of  industry  and  the  inventions  of  genius 
are  rightly  the  property  of  society,  for  they  are  the  pro- 
ducts of  previous  inventions  and  industry,  by  which  the 
new  inventors  and  workers  have  profited  in  the  life  of 
society  and  which  have  aided  them  in  their  discoveries.^^ 
Thus  early  was  the  theory  of  "projected  efficiency"  an- 
ticipated. 

Upon  the  question  of  the  economic  effects  of  machinery 
the  Babouvists  also  had  their  word,  and  this  was  in  es- 
sential harmony  with  the  later  views  of  IMarx  and  Lassalle. 
If  invention  is  really  a  social  and  not  a  personal  achieve- 
ment, then,  they  declare,  the  fruits  of  invention  ought  to 
go  to  society  in  lessened  labor  and  more  easily  accessible 
products.  Only  in  a  communistic  society,  says  Buonar- 
rotti,  can  improved  mechanical  processes  be  a  benefit, 
for  there  alone  they  operate  to  the  benefit  of  the  whole 
of  society.  Where  private  property  in  the  instruments 
of  production  exists  machinery  is  a  means  of  exploiting 

"Babeuf's  Defense,  Advielle  II,  40,  where  Babeuf  cites  from  the 
Tribun  du  Peuple,  No.  35. 
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labor  in  the  interest  of  the  capitalist  whose  profits  it 
augments.  ^^ 

That  culture  and  industry  should  be  associated  is  a 
fundamental  principle  of  socialistic  teaching,  whether 
Utopian  or  scientific.  The  Babouvists  would  have  car- 
ried this  doctrine  to  extreme  limits.  Not  only  in  the 
education  of  the  young  but  in  the  whole  realm  of  in- 
dustry, art  and  intellect  were  to  be  inseparably  associated 
with  work.  ^Esthetics  if  divorced  from  industry  they 
believed  to  be  a  promoter  of  class  distinctions.  Sylvain 
Marechal,  against  the  judgment  of  some  of  his  col- 
leagues, had  even  incorporated  into  the  Manifesto  the 
sentence,  "Perish  the  arts  if  need  be,  provided  only 
equality  be  left  to  us."  Babeuf  and  Buonarrotti  believed, 
on  the  other  hand,  that  the  arts  would  have  a  large  use 
in  giving  pleasure  and  instruction  to  a  society  better  able 
to  profit  by  them  than  the  existing  one.  It  is  the  duty 
of  the  state,  says  Buonarrotti,  to  provide  not  only  neces- 
sities but  pleasurable  things  as  well  to  its  citizens;  but 
only  such  enjoyments  as  can  be  shared  by  all  alike  should 
be  allowed.     All  others  are  to  be  sternly  repressed. ^^ 

The  very  nature  of  his  surroundings  forced  Babeuf 
into  the  ranks  of  revolutionary  socialists.  The  Manifesto 
asserts  that,  since  equality  is  the  natural  order  of  society, 
to  resort  to  revolution  in  order  to  secure  it  is  merely  to 
"revert  to  order,"  an  evil  which,  compared  with  the  con- 
tinuance of  the  existing  anarchic  S3^stem,  is  small.  Babeuf 
was  willing  that  "all  should  return  to  chaos"  in  order 
that  out  of  this  chaos  there  should  come  a  new  and  re- 
juvenated world.^^  To  the  inevitable  objection  that  a 
socialistic  system  could  not  be  successfully  administered 
over  a  country  so  extensive  as  France,  he  admits  that  a 


"Buonarrotti,  I,  211-212,  note. 

"  Buonarrotti,  I,  210. 

"  Babeuf,  Reponse  a  M.  V. 
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strong  administration  would  be  necessary,  but  contends 
that  a  central  body  in  control  of  industry,  keeping  con- 
stantly in  touch  with  all  the  communes  and  informed  of 
their  needs  and  resources,  could  more  effectively  adjust 
production  and  exchange  to  demand  than  the  wasteful 
competitive  regime  with  its  famines  and  its  overproduc- 
tion. He  saw,  if  he  did  not  state  as  clearly  as  Engels 
later  did,  the  dangers  of  overproduction  and  the  "vicious 
cycle"  theory  of  commercial  crices.  Into  the  details  of 
the  governmental  system,  however,  Babeuf  did  not  go. 
For  him  and  for  the  surviving  Jacobins,  the  restoration 
of  the  Constitution  of  1793  was  to  be  the  foundation 
principle  of  all  political  action.  He  had  some  idea  how- 
ever of  how  complicated  the  machinery  of  the  socialistic 
republic  must  be,  and  Alfred  Espinas  has  characterized 
his  scheme  as  a  "debauch  of  administration."^^ 

If,  then,  Babouvism  was,  as  it  claimed  to  be,  the  logical 
development  of  the  philosophy  of  Rousseau,  Robespierre 
and  Saint-Just,  it  seemed,  like  democracy  itself,  to  have 
been  completely  extinguished  at  Babeuf 's  death  in  1797. 
Ordinarily  regarded  as  merely  the  last  gasp  of  expiring 
Jacobinism,  it  is  habitually  connected  in  thought  back- 
ward with  the  events  of  the  revolutionary  period  and  not 
at  all  forward  with  the  history  of  social  democracy  in  the 
next  century.  But  Babeuf  was  more  than  the  last  of 
Robespierre's  disciples.  He  was  the  connecting  link  be- 
tween eighteenth  century  political  democracy  and  modern 
revolutionary  socialism.  For  more  than  thirty  years 
after  1797  Babeuf  and  Babouvism  were  practically  for- 
gotten. But  after  the  Revolution  of  1830  Buonarrotti, 
one  of  the  leading  spirits  in  the  conspiracy,  returned 
from  exile  and  took  up  his  residence  in  Paris.  Already 
in  1828  he  had  published  at  Brussells  his  history  of  Ba- 
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beuf  s  conspiracy,  which  was  also  an  exposition  of  the 
doctrines  of  the  school  and  which  contained  the  chief 
documents  in  which  they  were  set  forth.  This  book, 
repeatedly  reissued,  had  incalculable  influence  in  the  fol- 
lowing years  in  forming  the  minds  of  the  younger  genera- 
tion of  extreme  democrats,  who  imbibed  from  it  those 
socialistic  ideas  which  they  now  regarded  as  the  natural 
outcome  of  democracy.  Buonarrotti  himself  became  the 
honored  friend  and  adviser  of  some  of  the  men  who  were 
destined  to  be  champions  of  the  social  democratic  move- 
ment. Chief  among  these  was  Louis  Blanc,  and  the  group 
also  included  Charles  Teste  and  Voyer  d'Argenson.^*^  It 
is  still  a  question  whether  Marx  himself  was  not  more 
influenced  by  economic  ideas  coming  to  him  indirectly 
from  this  French  source  than  by  those  of  the  obscure 
English  socialists  to  whom  Menger  assigns  credit  for  the 
leading  Marxian  ideas.  For,  despite  the  vagueness  and 
mysticism  of  much  of  his  teaching,  it  is  with  the  militant 
political  socialism  of  Louis  Blanc  and  the  Commune  that 
Babeuf's  system  is  to  be  classed,  and  not  with  the  Utopian 
idealism  of  Saint-Simon  and  Fourier. 


^''  See    Advielle,    I,    360-361 ;    also    Louis    Blanc,    History    of    Ten 
Years,  Philadelphia,  1848,  II,  228-229. 


SOME  RECENT  THEORIES   REGARDING  THE 
STAGES  OF  ECONOMIC  DEVELOPMENT.^ 

EDWIN    F.    GAY. 

The  paper  opens  with  a  review  of  the  chief  attempts 
made  since  the  rise  of  the  historical  school  in  economics 
to  formulate  stages  of  economic  progress,  dwelling  espe- 
cially upon  the  views  of  List,  Roscher,  Hildebrand,  Knies, 
Rodbertus,  and  Marx.  Among  several  more  recent  con- 
tributions to  the  discussion  of  the  so-called  laws  of  eco- 
nomic development,  those  of  Schmoller  and  Biicher  have 
received  perhaps  the  widest  acceptance  and  therefore  most 
demand  a  critical  examination. 

Their  theories  agree  in  characterizing  the  successive 
"self-sufficing"  economies  of  the  household,  the  town, 
and  the  nation,  as  stages  in  the  economic  history  of  west- 
ern Europe,  but  they  differ  in  the  choice  of  criteria  of 
classification  and  in  the  mode  of  presentation.  Biicher 
especially  has  laid  himself  open  to  severe  criticism  for 
his  historical  inaccuracies  in  describing  the  economic 
aspects  of  ancient  and  medieval  history.  He  has  in  both 
periods  seriously  underestimated  the  importance  of  the 
commercial  and  industrial  factors. 

Criticism,  however,  distinguishing  between  the  theory 
itself  and  its  presentation,  finds  that  even  when  freed 
from  exaggeration  and  error  of  statement  the  scheme  of 
stages  is  an  inadequate  summary  of  economic  progress. 
It  does  not  sufficiently  allow  for  differences  of  place  and 
time  as  between  countries,  periods,  and  varying  forms  of 

^This  paper,  of  which  a  brief  abstract  is  here  given,  will  appear 
in  a  future  number  of  the  Quarterly  Journal  of  Economics. 
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economic  activity.  The  static  character  of  the  stages 
chosen  as  typical  obscures  the  action  of  dynamic  forces; 
the  simple  static  formulae  neglect  the  operation  of  great 
transforming  agencies,  economic  and  social.  Further- 
more, the  quantitative  criteria  of  the  theory,  whether  of 
extent  of  market  area  or  of  distance  between  producer 
and  consumer,  are  found  wanting  when  applied  to  a  prob- 
lem of  qualitative  estimation. 

The  laws  of  economic  development  which  the  historical 
school  undertook  to  discover  have  not  been  formulated. 
The  stages  hitherto  proposed  are  suggestive  but  inexact 
labels  for  loosely  defined  historical  periods  and  possess 
only  a  limited  and  provisional  value. 


STAGES  OF  ECONOMIC  DEVELOPMENT.— 
DISCUSSION. 

Katharine  Coman  :  The  analysis  of  economic  phe- 
nomena must  vary  with  the  point  of  view,  and  each  of 
the  series  cited  corresponds  to  the  stages  of  evolution 
recorded  of  certain  periods  and  peoples.  List's  sequence 
might  be  accurately  exemplified  not  only  in  Israelitish 
history,  but  from  the  rapid  transitions  of  frontier  life 
west  of  the  Mississippi.  Biicher's  analysis  is  true  to 
German  history.  Marx  anticipated  by  fifty  years  the 
vast  capitalistic  combinations  that  confront  contemporary 
statesmen.  We  might  go  farther  and  enunciate  other 
formulae.  It  would  be  equally  just  to  postulate  econ- 
omic stages  according  to  the  development  of  manufac- 
tures, e.  g.,  hand-power,  horse-power,  water-power, 
steam,  electricity;  or  according  to  the  emancipation  of 
labor,  e.  g.,  slavery,  serfdom,  wage-labor,  self-employ- 
ment, trade-organization ;  or  according  to  the  individual- 
ization of  property  in  land,  e.  g.,  tribal,  communal,  feudal, 
allodial.  The  complex  phenomena  of  industrial  pro- 
gress cannot  be  comprehended  in  any  one  series.  Each 
phase  of  economic  progress  requires  its  own  exponent, 
and  a  series  of  formulae  would  be  necessary  to  any  ade- 
quate exposition  of  the  course  of  industrial  evolution. 

As  industrial  activities  intensify,  the  thread  of  sequence 
becomes  more  difficult  to  follow.  The  transition  from 
stage  to  stage  seems  hopelessly  obscured  by  the  world- 
encompassing  transportation  agencies  of  to-day.  The 
domestic  economy  of  the  Slavic  commune  is  invaded  by 
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the  ready-made  goods  of  the  world-producer.  The  sons 
of  the  patriarchal  family  are  translated  to  the  coal  mines, 
steel  mills  and  packing  towns  of  the  new  world.  We 
must  rid  ourselves  of  the  notion  that  economic  evolution 
is  organic,  that  there  is  more  than  a  verbal  analogy  to 
the  processes  of  biological  growth.  In  our  science  the 
sequence  of  forms  is  not  inevitable.  Economic  progress 
is  conditioned  on  the  efforts  put  forth,  the  choices  made 
by  myriads  of  human  beings,  each  actuated  in  greater  or 
less  degree  by  the  economic  motive.  The  great  all- 
inclusive  tendency  underlying  all  formulae  of  develop- 
ment and  taking  shape  in  successive  economic  institutions 
may  be  simply  stated.  Human  society  is  being  progres- 
sively industrialized.  As  wants  multiply,  and  because 
satisfaction  is  obtained  only  at  increasing  cost,  economic 
enterprise  grows  more  absorbing  and  more  efficient.  The 
formula  of  biological  evolution,  the  survival  of  the  fittest, 
should  be  reworded  to  state  fitly  the  genesis  of  economic 
evolution.  Industrial  progress  is  determined  by  the 
survival  of  the  most  efficient. 

Environment  exercises  an  important  influence  on  the 
course  of  economics,  as  on  biological  evolution.  The  de- 
termining conditions  in  our  own  country  thus  far  have 
been  free  land  and  the  absence  of  legislative  restraint. 
While  the  limitless  resources  of  a  virgin  continent  were 
available  to  all  comers,  there  could  be  no  monopoly.  The 
open  door  to  the  west  meant  opportunity  for  self-support, 
self-realization,  freedom.  The  dominant  motif  of  our 
economic  legislation  has  been  liberty.  The  binding  obli- 
gations imposed  by  English  proprietors  and  land  com- 
panies were  rejected.  Old  world  institutions  were 
sloughed  off  as  outgrown,  atrophied.  Feudal  forms  of 
land-tenure,  for  example,  servile  dues,  quit-rents,  primo- 
geniture and  entail  were  abolished  with  the  Revolution. 
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The  independent  states  and  the  newly  organized  federal 
government  gave  fee  simple  title  to  all  settlers  on  public 
lands.  Penal  enforcement  of  the  labor  contract  has 
given  way  before  the  demand  for  personal  liberty.  In- 
dentured service  has  long  since  disappeared,  the  binding 
out  of  children  is  rarely  practised,  peonage  is  illegal,  the 
importation  of  contract  labor  is  forbidden,  the  bodily  en- 
forcement of  the  labor  contract  has  been  abolished,  even 
in  the  case  of  seamen. 

The  rapidity  with  which  such  transitions  take  place 
on  American  soil  may  be  illustrated  from  the  progress 
of  the  emancipated  slaves.  Impelled  by  necessity  for 
self-support,  by  the  desire  for  self-realization  in  liberty 
and  property,  the  freedman  became  a  wage-laborer.  This 
relation  proving  unsatisfactory  to  both  employer  and  em- 
ployed, the  free  laborer  became  a  "cropper,"  responsible 
for  the  cultivation  of  a  special  strip  of  land  and  under 
obligation  to  put  in  five,  four,  or  three  days'  labor  a  week 
according  to  the  extent  to  which  he  was  financed  by  the 
planter.  (A  very  interesting  parallel  to  the  stock  and 
land  lease  of  mediaeval  England  may  here  be  found.) 
The  cropper,  if  industrious  and  fortunate,  was  soon  able 
to  make  better  terms  with  his  landlord.  He  became  a 
share  tenant,  then  a  cash  tenant,  and  finally,  by  instal- 
ment purchase,  full  owner  of  the  farm  he  tilled.  By 
such  patient  endeavor  the  great  plantations  of  the  ante- 
bellum South  have  been  broken  up  and  fully  180,000 
acres  have  passed  into  possession  of  peasant  proprietors 
of  the  colored  race. 

What  may  be  the  effect  of  our  present  environment,  the 
arable  land  largely  taken  up  and  other  means  of  produc- 
tion concentrated  in  the  hands  of  a  few  large-scale  pro- 
ducers, lies  quite  beyond  the  scope  of  this  enquiry.  I  have 
said  enough  to  show  that  with  due  allowance  for  dis- 
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turbing  forces, — cheap  and  rapid  transportation,  world 
commerce,  and  rapid  transitions, — the  course  of  econ- 
omic evolution  may  be  traced  quite  as  clearly  in  the  new 
world  as  in  the  old. 

Ernest  L.  Bogart  :     Severe  as  was  Professor  Gay's 
arraignment  of  Professor  Biicher  it  was  milder  than  that 
made  by  his  German  critics.     The  question,  however,  it 
seems  to  me,  as  presented  by  Professor  Gay  is  somewhat 
broader  than  the  accuracy  of  Professor  Biicher's  state- 
ments or  the  correctness  of  his  analysis  of  economic  de- 
velopment.      Professor    Gay    has    warned    us    against 
accepting  the  generalization  of  Professor  Biicher,  or  in 
fact  of  any  of  the  other  German  historical  economists,  as 
adequate  explanations  of  economic  development,  or  as 
the  basis  of  further  historical  generalization.     The  broad 
question  of  the  validity  of  historical  generalizations  is 
thus  raised.     If  Biicher  is  wrong,  if  Schmoller,  Hilde- 
brand,  Roscher,  Knies,  and  the  others  are  at  fault  in.  their 
description  of  the  various  stages  of  economic  progress, 
can  any  generalization  be  made  which  will  satisfy  at  once 
the  historian,  the  economist,  and  the  sociologist  as  satis- 
factory   characterizations    of    human    development?     It 
seems  to  me  that  such  are  possible.     Let  me  make  my 
point  clear  by  calling  to  your  mind  a  theory  of  economic 
progress  which  Professor  Gay  did  not  describe,  the  famil- 
iar division  of  the  stages  of  human  progress  ethnically 
into  savagery,  barbarism,  and  civilization.     As  you  are 
all  well  aware  the  stage  of  savagery  was  divided  into 
three  stages,  the  emergence  from  the  first  of  which  into 
the  second  was  marked  by  the  discovery  of  fire,  the  sec- 
ond by  the  invention  of  the  bow  and  arrow.     The  second 
period  of  human  progress  is  that  of  barbarism,  which 
was  also  divided  into  three  stages,   and  the  transition 
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from  savagery  to  barbarism  was  made  when  the  use  of 
pottery  first  became  universal.  The  second  transference 
into  a  somewhat  higher  stage  was  made  when  the  domes- 
tication of  animals  was  brought  about,  and  the  third  stage 
when  iron  implements  began  to  be  used.  The  final 
transition  from  barbarism  into  civilization  was  effected 
when  the  alphabet  was  invented.  Here  we  have,  then, 
certain  large  generally  agreed  upon  events,  inventions  or 
discoveries,  each  of  which  in  turn  caused  a  revolution  in 
the  life  and  habits,  in  the  economic  organization  and  the 
industrial  pursuits  of  the  people  involved.  The  last  of 
these  events,  the  invention  of  the  alphabet,  introduces  us 
to  the  period  of  civilization. 

Now  the  recent  theories  of  stages  of  economic 
progress  ai'e  all  attempts  to  characterize  man's  pro- 
gress through  this  last  period  of  his  life  history. 
Is  it  possible,  then  the  question  is,  to  discover  and 
select  any  marks  or  tests  which  will  adequately  do 
this,  as  adequately  as  was  done  by  the  earlier  tests  which 
were  applied  to  describe  the  stages  of  savagery  and  bar- 
barism? How  have  the  theories  under  review  met  this 
demand?  Hildebrand's  famous  stages,  those  of  barter, 
of  money,  and  of  credit  economy  are  manifestly  one- 
sided and  take  account  of  only  one  factor  in  the  industrial 
life  of  the  people,  that  of  exchange.  So  also  Schmol- 
ler's  and  Roscher's  analyses  must  be  rejected  as  inad- 
equate. Nor  can  Biicher's  description,  brilliant  and  in- 
teresting as  it  is,  be  accepted  as  a  conclusive  characteriza- 
tion of  the  stages  of  development.  Professor  Gay's 
criticisms  are  very  much  to  the  point  in  this  regard.  But 
shall  we  then  conclude  that  no  stages  of  economic  devel- 
opment can  be  discovered  broad  enough  to  be  universally 
applicable  to  all  civilized  nations  ?  It  does  not  seem  to  me 
that  such  a  conclusion  is  necessary.  It  is,  however,  very 
difficult  to  frame  any  satisfactory  generalizations  which 
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will  explain  stages  of  economic  development  in  the  life  of 
civilized  man,  especially  the  later  stages  of  his  develop- 
ment, because  the  dynamic  element  enters  in  so  strongly 
and  with  such  confusing  effect.  Commerce  brings  nations 
of  different  economic  development  into  contact  with  one 
another,  and  as  a  result  of  that  contact  the  industrially 
more  backward  nation  has  either  skipped  a  stage  in  its 
progress  or  possibly  it  has  perished  as  a  result  of  its  con- 
tact with  the  stronger  and  more  energetic  nation.  But 
some  sort  of  classification  is  necessary  if  we  are  to  deal 
with  the  multiplicity  of  complex  and  confusing  facts. 
Changes  in  technical  production  will  perhaps  give  the 
most  satisfactory  test.  Every  one  is  agreed,  I  suppose, 
as  to  the  importance  of  the  great  changes  in  economic 
organization,  in  industrial  methods,  and  in  social  struc- 
ture that  were  ushered  in  by  the  so-called  industrial  revo- 
lution. What  characterized  this  and  has  marked  the  be- 
ginning of  a  new  stage  in  economic  development  was  the 
manufacture  and  the  use  of  artificial  power.  It  is  not 
possible  now  in  the  short  time  that  is  allotted  to  go  into 
details.  It  is  sufficient,  I  think,  to  simply  mention  the 
fact  and  there  will  come  up  before  you  such  a  picture  of 
the  industrial  revolution  that  you  will  readily  agree  that 
the  manufacture  of  power  marked  as  great  a  change  in 
the  economic  development  of  man  at  the  end  of  the  i8th 
century  and  beginning  of  the  19th  century  as  that,  let  us 
say,  of  the  invention  of  the  bow  and  arrow  with  the 
primitive  savage. 

I  should  like  to  say  one  final  word  about  the  danger 
that  exists  in  applying  these  stages  of  economic  develop- 
ment that  have  been  described,  or  any  other  formulae,  as 
explanations  of  the  economic  history  of  the  United  States. 
It  has  been  done  more  than  once.  But  it  seems 
to  to  me  that  any  attempt  to  explain  American  econ- 
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onomic  history  by  the  application  of  these  formulae  or 
any  of  the  others  that  have  been  described  is  foredoomed 
to  fail,  and  not  merely  to  fail,  but  it  will  almost  necessar- 
ily mislead  and  confuse  the  interpretation  of  our  economic 
history  rather  than  aid  in  its  understanding.  Our  own 
economic  history  has  been  unique.  There  was  trans- 
ferred to  a  new  country  with  enormous  possibilities,  a 
people  who  were  already  far  advanced  commercially  and 
in  other  ways.  They  were  set  down  in  the  midst  of  primi- 
tive conditions,  and  they  had  temporarily,  it  is  true,  to 
revert  to  some  of  the  practices  of  their  primitive  ances- 
tors. To  apply  any  of  these  formulae  as  explanations  of 
the  development  of  our  westward  movement,  of  the 
changes  which  have  taken  place  in  manufacture,  or  in 
agriculture  or  in  transportation,  is  fraught  not  only  with 
difficulty  but  with  grave  dangers.  I  should  therefore  agree 
very  heartily  in  conclusion  with  Professor  Gay  that  we 
ought  to  use  these  formulae  with  the  greatest  caution, 
and  we  of  this  country  particularly  should  be  careful 
how  we  apply  generalizations  which  have  been  made 
under  very  different  conditions.  But  that  it  is  impos- 
sible to  frame  such  generalizations  and  make  them  of 
service  in  the  interpretation  of  historical  sequences  I 
think  we  have  no  reason  to  conclude. 

Richard  T.  Ely  :  It  seems  to  me  that  economists 
and  historians  have  frequently  taken  somewhat  too  seri- 
.ously  the  theories  of  stages  in  economic  development.  I 
do  not  think  that  it  is  possible  to  hold  the  view  that  there 
can  be  anything  absolute  in  these  stages  in  economic  de- 
velopment. It  is,  however,  extremely  helpful  to  divide 
economic  progress  into  stages,  because  the  subject  with 
which  we  deal  in  economic  history  is  so  vast  that  the 
human  mind  cannot  take  it  in  as  a  whole.     The  stages 
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give  us  simply  convenient  frameworks  within  which  to 
arrange  our  knowledge.  We  may  take  a  period  in  econ- 
omic history  and  compare  it  with  another  period  remote 
from  it,  and  we  find  that  each  has  distinct  characteristics. 
This  is  true  of  the  well  developed  pastoral  stage  as  con- 
trasted with  the  well  developed  agricultural  or  handi- 
craft stage.  Between  the  two  there  is  naturally  a  transi- 
tion and  there  are  points  at  which  one  stage  gradually 
fades  off  into  the  other.  We  have  abundant  analogies 
in  nature. 

Every  different  viewpoint  gives  us  a  new  classification 
of  stages  and  every  new  purpose  gives  us  another  classi- 
fication. Any  one  classification  should  be  governed  by  a 
single  principle.  I  agree  with  Professor  Gay  in  his  criti- 
cism of  Biicher,  who  puts  things  together  which  belong 
apart  and  puts  apart  things  which  really  belong  together. 
I  agree  also  that  the  criteria  of  Knies  are  not  satisfac- 
tory, because  he  gives  us  too  many  principles  of  classifica- 
tion so  that  the  mind  is  confused.  In  our  attempt  to 
divide  economic  development  into  stages,  for  general 
purposes  I  think  that  we  can  take  as  our  criterion  man's 
power  over  nature.  Let  us  ask  ourselves  the  question, — 
what  is  the  purpose  of  our  economic  activity  ?  Naturally 
it  is  the  larger  and  better  satisfaction  of  our  wants.  Now 
we  make  progress  in  producing  more  and  better  goods 
just  in  proportion  as  we  gain  power  over  nature.  This 
gives  us  a  single  concept  and  a  useful  criterion.  This 
was  the  thought  that  really  underlay  the  remarks  of  Pro- 
fessor Bogart.  His  enumeration  of  stages  was  based 
upon  the  increasing  power  of  man  over  nature.  The 
discovery  of  fire  meant  a  great  increase  in  man's  power. 
We  may  speak  of  our  first  stage  as  the  stage  of  finding 
things,  when  man  takes  what  he  finds  and  has  little  con- 
trol over  nature.     Here  again  it  is  necessary  to  be  cau- 
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tious.  If  a  man  constructs  the  rudest  kind  of  a  hut,  he 
exercises  some  control  over  nature.  But  after  all  there 
is  a  stage  in  which  the  life  of  man  is  characterized  by  the 
fact  that  he  in  the  main  takes  what  nature  has  to  offer. 
Beyond  this  we  have  the  pastoral  stage,  the  agricultural 
stage,  the  handicraft  stage,  and  the  stage  of  machine 
production.  Within  these  stages  we  have  various  phases. 
We  must  also  make  a  distinction  between  the  economic 
development  of  the  human  race  as  a  whole  and  the  econ- 
omic development  of  any  nation  or  section.  The  econ- 
omic development  of  a  particular  portion  of  the  earth  is 
governed  by  various  conditions,  and  especially  by  the 
time  when  it  enters  upon  its  economic  life.  Stages  in  the 
United  States  are  influenced  by  the  fact  that  we  came  into 
existence  at  a  time  when  economically  the  world  was  well 
advanced.  We  have  the  pastoral  life,  in  this  country, 
but  naturally  it  is  not  like  the  pastoral  stages  of  exist- 
ence described  in  the  Bible.  Nevertheless  we  find  our 
knowledge  of  the  stages  helpful  in  interpreting  phenom- 
ena in  the  United  States.  In  Colorado  as  population  in- 
creases and  economic  life  becomes  more  intensive  we  find 
men  gaining  increasing  control  over  nature.  The  sheep 
breeders,  for  example,  recently  have  introduced  improved 
breeds  of  sheep. 

Edwin  F.  Gay:  I  should  regret  to  leave  the  impres- 
sion in  the  minds  of  my  hearers  that  I  do  not  recognize 
the  use  of  economic  stages.  Despite  their  imperfections, 
they  are  suggestive  and  helpful.  I  have  tried  simply  to 
point  out  their  limitations,  and  this  not  merely  in  a  gen- 
eral way  but  with  specific  criticism  of  that  theory  which 
has  perhaps  the  widest  present  acceptance.  My  attitude 
in  regard  to  the  stages  may  perhaps  be  summed  up  in 
what  Meredith  somewhere  says  of  a  proverb.     A  proverb 
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is  like  an  inn ;  an  excellent  halting  place  for  the  night  but 
a  poor  dwelling.  Here  lies  the  danger  of  the  stages. 
Because  of  their  convenient  generalization,  they  tend  to 
become  accepted  without  proper  recognition  of  their 
purely  provisional  and  inherently  defective  character. 

It  has  been  asked  whether  I  would  deny  the  possibility 
of  establishing  any  finally  satisfactory  theory.  This,  I 
confess,  is  entirely  beyond  my  ken.  Our  historical  rec- 
ord is  not  merely  imperfect;  it  is  too  short  for  safe 
theorizing.  At  some  distant  future,  from  the  longer  and 
fuller  series  of  historical  observations  which  then  doubt- 
'  less  will  be  available,  a  sociological  Newton  may  possibly 
draw  the  adequate  formulae.  I  suspect,  however,  that 
philosophies  or  laws  of  history  must  always  remain  rela- 
tive and  provisional.  In  the  meantime  we  must  put  up, 
but  cautiously  and  critically,  with  such  partially  satis- 
factory schemes  as  are  necessary  to  satisfy  our  logical 
craving  for  some  system  of  classification  of  the  complex 
phenomena  of  history. 


GOVERNMENT  REGULATION  OF  INSURANCE 
COMPANIES. 

MAURICE   H.    ROBINSON 

The  risks  or  hazards  to  which  man  and  his  economic 
interests  are  subject  may  be  separated  into  two  classes,^ 
(i)  speculative  risks  resuhing  from  general  price  fluc- 
tuations and  (2)  the  risks  of  production  and  consump- 
tion. The  former  fall  upon  a  class  as  a  whole,  and  hence 
are  not  readily  transferred  by  insurance.  The  latter  affect 
either  individuals  or  small  classes.  They  may  therefore 
be  borne  by  those  upon  whom  they  originally  fall,  or  they 
may  be  shifted  to  other  shoulders,  or  finally  they  may  be 
distributed  over  the  group  as  a  whole.  Primitive  races 
are  not  only  largely  under  the  dominion  of  the  aleatory 
forces,  but  they  have  no  systematic  method  of  distributing 
the  losses  arising  from  this  source.  Consequently,  the 
weaker  individuals  and  those  less  endowed  with  foresight 
are  rapidly  eliminated.  Nevertheless,  the  natural  law  of 
survival  has  never  been  allowed  to  operate  without  re- 
straint. The  family,  the  tribe,  and  the  nation  in  ancient 
times  provided  more  or  less  effectively  for  the  weak  and 
unfortunate.  Christianity  introduced  a  new  ideal  and  a 
new  institution : — the  ideal  of  a  universal  brotherhood 
and  the  church  as  the  active  agency  by  which  the  burdens 
were  alleviated.  The  church  came  to  regard  the  care  of 
the  unfortunate  and  distribution  of  alms  as  its  duty  if 
not  its  inherent  right.     It  thus  gained  a  hold  upon  me- 


^  H.  C.  Emery,  "The  Place  of  Speculation  in  the  Theory  of  Dis- 
tribution." Publications  of  the  American  Economic  Association, 
Third  Series,  Vol.  i,  No.  i,  p.  103  sqq. 
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dieval  society  which  it  could  probably  never  have  attained 
upon  purely  religious  grounds — a  fact  which  may  parti- 
ally account  for  its  hostility  to  all  forms  of  life  insurance. 
Gradually  the  church  has  either  abandoned  or  been  forced 
to  give  up  this  field  to  various  voluntary,  industrial,  and 
social  organizations  whose  bond  of  union  is  economic 
rather  than  religious.  These  organizations  are  ( i )  those 
formed  primarily  for  industrial  purposes,  including  the 
guild,  the  labor  union,  the  combination  and  the  corpora- 
tion. While  established  for  other  purposes,  each  of  these 
institutions  exercises  a  profound  influence  in  distributing 
the  risks  of  industry  to  the  individual  members  of  the 
group;  and  (2)  those  organized  primarily  for  transfer- 
ring risks,  that  is,  the  insurance  companies.  The  insur- 
ance companies  were  slow  in  developing,  but  once  their 
economic  function  was  appreciated  their  growth  has  been 
phenomenally  rapid.  They  have  thus  taken  upon  them- 
selves many  of  the  burdens  formerly  assumed  by  the  fam- 
ily, the  church,  and  the  state.  The  state  is  therefore,  as 
the  ultimate  sufferer  from  the  losses  which  the  insurance 
companies  are  able  to  lighten  by  transferring  to  many 
shoulders,  forced  by  every  mandate  of  self  interest  to  see 
that  all  forms  of  legitimate  insurance  are  so  conducted  in 
principle  and  practice  that  they  may  minister  to  the 
largest  possible  number  consistent  with  safety  and  econ- 
omy.^ 

Insurance,  therefore,  necessitates  the  organization  of 
the  several  groups  upon  whom  the  risks  naturally  fall 
into  permanent  associations.  Such  organizations  are  the- 
oretically possible  without  the  intervention  of  the  state. 


*For  arguments  opposing  regulation,  see  Henry  C.  Lippincott,  in 
Insurance  Press,  Nov.  7,  1906,  and  testimony  of  J.  H.  Mcintosh  in 
Hearings  before  the  Committee  on  the  Judiciary  in  relation  to  In- 
surance, Washington,  1906,  pp.  120-137. 
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But  under  such  circumstances  rights  and  duties  must 
necessarily  be  settled  within  the  company  itself.  ■  A  gov- 
ernment with  courts  to  adjudicate  controversies  and  an 
army  to  enforce  discipline  becomes  essential  to  the  exist- 
ence of  these  organizations.  Such  a  condition  needs  only 
to  be  mentioned  to  be  discredited.  The  state  exists  to 
establish  and  maintain  justice  and  protect  life,  liberty,  and 
property.  As  the  relations  of  individuals  are  coming  to 
be  determined  more  and  more  through  their  membership 
in  various  economic  and  social  organizations,  the  state  is 
in  duty  bound  to  extend  its  functions  until  it  includes  the 
direct  regulation  of  all  associations  within  its  borders. 

The  above  considerations  apply  to  all  forms  of  asso- 
ciations which  are  economic  in  their  purpose.  The  state 
is  under  further  and  especial  obligations  to  regulate  in- 
surance companies.  The  contract  between  the  company 
and  the  insured  is  necessarily  of  a  contingent  nature^  and 
often  extends  over  a  long  period  of  time.  The  ability 
of  the  insured  to  continue  payments  may  be  impaired. 
To  forfeit  payments  already  made,  as  was  the  custom  in 
the  early  days  of  life  insurance,  defeats  the  purposes  for 
which  insurance  exists.  Such  a  practice  not  only  leaves 
the  policyholder  without  protection,  but  also  absorbs  the 
means  with  which  he  might  have  protected  himself  in  his 
hour  of  distress.  To  render  insurance  safe,  the  payments 
must  be  larger  than  is  usually  necessary  to  meet  mortality 
losses  and  the  expenses  of  conducting  the  business.  Hence 
a  return  in  the  form  of  dividends.  Payments  less  divi- 
dends thus  constitute  the  net  cost  of  the  policy.  If  the 
price  of  groceries  is  exorbitant  at  A's  store,  the  house- 
keeper is  in  a  position  to  patronize  B  or  C.  If  company 
A  is  extravagant  in  its  management  or  unfair  in  its  dis- 

"Rosselet,  F.  Fourth  International  Congress  of  Actuaries,  Vol. 
II,  p.  240. 
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tribution  of  dividends,  what  recourse  has  the  policy- 
holder ?  To  surrender  his  policy  ?  Even  under  the  most 
liberal  surrender  values  and  with  the  most  meagre  divi- 
dends such  a  process  is  always  costly.  His  old  policy  has 
been  more  expensive  than  a  term  policy  for  the  same 
period,  and  the  new  policy  purchased  in  its  place  must 
be  taken  out  at  an  advanced  age,  and  therefore  at  a  higher 
annual  expense.  Indeed,  the  only  recourse  the  individual 
policyholder  has  had  under  such  conditions  in  the  past, 
except  for  the  slight  aid  given  by  the  state  and  the  stress  of 
competition,  has  been  an  early  death.  Again,  the  enforce- 
ment of  the  contract  often  falls  upon  the  widow  or 
orphaned  children,  who  have  in  many  cases  neither  the 
means  nor  the  ability  to  protect  themselves,  and  in  this 
case  to  employ  counsel  usually  makes  insurance  too  ex- 
pensive to  be  expedient.  From  these  considerations  it 
may  be  concluded : 

( 1 )  that  regulation  is  a  necessary  function  of  govern- 
ment; 

(2)  that  insurance  conducted  by  large  organizations 
requires  more  regulation  than  that  by  smaller  ones.'* 

(3)  that  short  term  insurance,  such  as  fire,  marine, 
casualty,  surety,  etc.,  demands  less  regulation  than  full 
life  insurance; 

(4)  the  insurance  usually  taken  by  the  economically 
weaker  classes,  such  as  industrial  insurance  and  certain 
forms  of  assessment  insurance,  demands  more  efficient 
regulation  than  that  patronized  by  the  economically 
stronger  classes ;  and 

( 5 )  so  salutary  is  the  effect  of  insurance  in  all  its  legit- 
imate forms  that  wherever  and  whenever  the  state  is 


*  For  application  of  this  principle  in  Germany,  see  paper  of  Dr. 
von  Knebel  Doeberitz  in  Fourth  International  Congress  of  Actuaries, 
Vol.  II,  p.  230. 
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unable  to  secure  safe  and  economical  insurance  from  pri- 
vate companies  through  effective  supervision  it  would 
seem  to  be  its  proper  function,  if  not  its  duty,  to  provide 
such  insurance  through  its  own  direct  agency. 

The  ultimate  social  and  economic  purposes  which  the 
state  has  in  view  should  largely  determine,  first,  the  scope 
and  character  of  such  regulation,  and,  second,  the  partic- 
ular government  authorities  to  which  the  supervision  may 
properly  be  intrusted. 

From  the  social  standpoint  the  object  should  be  to  pro- 
vide insurance  adapted  to  the  needs  of  the  weaker  indus- 
trial classes  so  economical  and  so  safe  that  such  classes 
may  enjoy  its  benefits  as  fully  and  freely  as  their  means 
allow.  From  the  economic  standpoint  the  purpose  should 
be  to  secure  an  organization  for  each  company  so  efficient 
and  safe  that  insurance  may  be  provided  at  the  least  pos- 
sible cost  and  so  representative  in  its  government  that 
every  interest  may  receive  its  benefits  in  equitable  pro- 
portion to  its  contributions  to  the  common  fund.  To 
secure  these  necessary  ends  four  radical  changes  in  our 
present  policy  of  insurance  legislation  and  administration 
are  desirable,  if  not  absolutely  necessary: 

( 1 )  In  laws  relating  to  incorporation  and  internal 
government  of  insurance  companies  ; 

(2)  In  the  provisions  for  a  reasonable  and  adequate 
system  of  publicity; 

(3)  The  transference  of  the  control  of  the  interstate 
insurance  from  the  state  to  the  federal  government;  and 

(4)  In  the  abolition  of  much  of  the  present  restrictive 
legislation. 

First,  the  insurance  company  must  be  made  up  of 
many  individuals  in  order  to  be  safe  and  economical.  Its 
management  must  be  intrusted  to  a  few  to  be  efficient. 
Hence  arises  the  problem  of  establishing  and  maintaining 
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a  strong  and  responsible  government.  The  failure  to 
accomplish  this  necessary  end  has  been  one  of  the  chief 
causes  of  our  recent  insurance  troubles.  The  Armstrong 
report  says: 

"Notwithstanding  their  theoretical  rights,  policyhold- 
ers have  had  little  or  no  voice  in  the  management.  In- 
trenched behind  proxies,  easily  collected  by  subservient 
agents  and  running  for  long  periods,  unless  expressly 
revoked,  the  officers  of  these  companies  have  occupied 
unassailable  positions  and  have  been  able  to  exercise 
despotic  power.  Ownership  of  the  entire  stock  of  an 
unmixed  stock  corporation  could  scarcely  give  a  tenure 
more  secure.  The  most  fertile  source  of  evils  in  adminis- 
tration has  been  the  irresponsibility  of  official  power."^ 

The  first  step,  then,  to  be  taken  in  effecting  this  reform 
consists  in  remodeling  our  laws  relating  to  the  business 
organization  of  the  companies.  At  this  point  the  insur- 
ance problem  is  a  part  of  the  larger  corporation  problem 
— and  even  more  complicated.  For  the  insurance  com- 
pany is  mutual  in  its  nature  and  therefore  likely  to  be 
such  in  its  organization.  The  policyholder  thus  occupies 
a  dual  position,  at  once  stockholder  and  patron.  He 
understands  the  latter  position,  but  usually  has  failed  to 
appreciate  the  fact  that  his  well-being  as  a  patron  depends 
upon  how  efficiently  he  performs  his  duty  as  a  stockholder. 
This  will  be  no  easy  problem  to  solve.  Its  effective  solu- 
tion will  largely  depend  upon  three  conditions :  first,  the 
active  interest  of  the  policyholder;  second,  the  ease  of 
operation  and  efficiency  of  the  machinery  provided,  by 
which  he  expresses  his  will  as  to  the  personnel  of  the 
management  and  the  policy  of  the  company,  and,  third, 
the  system  of  publicity  provided  upon  which  his  judg- 
ment rests. 

The  present  condition  is  exceptional.  The  policyhold- 
ers  are  thoroughly  aroused   by  the  revelations   of  the 

"  Report  of  the  Armstrong  Committee,  Vol.  X,  p.  366. 
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Armstrong  and  other  investigating  committees.  The 
control  of  vast  interests  is  at  stake.  Such  a  campaign  as 
that  which  has  been  waged  is  Hkely  to  occur  only  once  or 
twice  in  a  lifetime.  When  apathy  succeeds  interest  then 
the  machinery  governing  the  election  of  directors  and  the 
dissemination  of  information  needs  to  be  so  easily  and 
almost  automatically  operated  that  the  administration 
shall  under  all  circumstances  be  at  once  efficient  and  re- 
sponsible. When,  in  the  progress  of  time  and  a  fuller 
understanding  of  this  problem,  much  of  the  restrictive 
legislation  of  the  present  day  shall  have  been  outgrown 
and  abandoned,  the  future  historian  will  point  to  the 
Armstrong  legislation  as  the  first  conscious  attempt  to 
control  insurance  companies  through  a  responsible  self- 
government. 

Second,  such  regulation  depends  upon  intelligent  action 
by  the  policyholders,  and  such  action  is  possible  only 
when  based  upon  full  and  accurate  knowledge  of  facts 
aild  conditions.  Its  success  necessitates  a  system  of  ade- 
quate publicity  both  as  to  financial  conditions  and  as  to 
methods  of  operation.  Publicity  is  also  the  most  pow- 
erful deterrent  to  fraudulent  and  selfish  management 
known  to  political  science.  Says  Commissioner  Garfield 
in  his  last  report : 

"A  most  striking  and  important  result  immediately 
followed  the  investigation  of  the  Bureau — the  railroads 
cancelled  substantially  all  their  secret  rebates,  illegal  or 
improper  discriminations,  and  in  many  cases  the  discrimi- 
nation in  open  rates.  Thus  a  widespread  system  of  rail- 
way discrimination  was  wiped  out  of  existence  because  of 
the  discovery  by  the  agents  of  the  Bureau,  and  before  any 
prosecutions  were  brought  thereon.  The  shippers  of  oil 
advise  the  Bureau  that,  for  the  first  time  in  many  years 
they  are  now  rapidly  obtaining  equality  of  treatment  from 
the  transportation  companies."^ 

*  Annual  Report  of  the  Commissioner  of  Corporations,  1906,  p.  4. 
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The  various  investigations  into  the  insurance  compa- 
nies' management  will  undoubtedly  prove  more  valuable 
for  the  publicity  given  to  their  affairs  than  from  their 
influence  on  legislation. 

Two  methods  of  securing  publicity  are  practicable : 

( 1 )  Through  government  investigations  and  examin- 
ations ;  and 

(2)  Through  independent  audits  by  professional  ac- 
countants. 

The  former  is  the  method  generally  employed  in  this 
country,  Germany,  France,  and  Switzerland.  The  latter 
is  confined  chiefly  to  England,  and  there  has  proved  a 
most  valuable  aid  to  the  government  and  to  the  policy- 
holder. As  is  well  known,  the  regulation  of  insurance 
companies  in  England  is  intrusted  to  the  Board  of  Trade, 
who  rely  chiefly,  not  upon  examinations  by  government 
officials,  but  upon  the  report  of  the  companies  regularly 
audited  by  public  accountants.'^  It  is  more,  perhaps,  to 
the  credit  of  the  effectiveness  of  the  independent  audit 
than  to  any  other  regulative  device  that  we  may  attribute 
the  high  standing  of  the  English  insurance  companies. 
Public  attention  has  been  repeatedly  called  to  the  desira- 
bility of  uniform  acounting,  and  the  independent  audit  by 
public  accountants  appointed  by  and  in  the  interests  of 
the  policyholders,  by  the  American  Association  of  Public 
Accountants  on  several  occasions^  and  lately  by  the  Mas- 
sachusetts Commission  on  Insurance  Law.  The  report 
of  the  latter  says  : 

"The  recent  investigations  in  New  York  have  revealed 
among  other  evils,  two  serious  defects  in  the  internal  and 
external  regulation  of  insurance  companies :  namely,  an 
unscientific  and  inefficient  system  of  internal  accounting, 
bookkeeping  and  auditing,  and  a  superficial  and  inade- 

'  James  Chisholm ;  Fourth  International  Congress  of  Actuaries, 
Vol.  I,  p.  1006  sqq. 

*  Journal  of  Accountancy,  April,  1906,  p.  525;  August,  1906,  pp. 
290,  297;  November,  1906,  p.  74. 
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quate  examination  of  the  companies  by  the  insurance  de- 
partment of  that  state.  As  a  result  the  officers  of  the 
companies  have  wasted  funds  by  unauthorized,  illegal 
and  improper  expenditures;  misleading  financial  state- 
ments have  been  made  to  insurance  department,  policy- 
holders and  the  public,  and  the  majority  of  directors  and 
trustees  have  been  kept  in  ignorance  of  many  doubtful 
and  irregular  transactions." 

The  commission,  therefore,  advocates  the  passage  of  an 
act  compelling  companies  to  adopt  a  uniform  system  of 
acounting  and  to  submit  to  independent  auditing  by  certi- 
fied public  accountants,  and  concludes : 

"If  the  system  proposed  had  been  established  in  New 
York  several  years  ago,  many  of  the  familiar  evils  of  the 
past  two  years  would  have  been  revealed.  It  would  have 
been  impossible  under  such  a  system  for  the  officers  of 
the  greater  companies  to  have  concealed  their  transactions 
from  the  policyholders  or  the  insurance  departments." 

Third,  in  centralized  governments  the  question  as  to 
whether  the  local  or  the  federal  government  is  best  fitted 
to  exercise  efficient  control  over  insurance  companies  does 
not  arise.  In  England,  France,  Italy,  Russia,  Sweden, 
Belgium,  and  other  states  of  this  form  insurance  is  natur- 
ally regulated  by  the  general  government.  In  federal 
governments  this  problem  may  under  certain  conditions 
assume  proportions  that  entirely  overshadow  all  others. 
Theoretically,  the  solution  is  simple  enough.  All  eco- 
nomic activities  that  are  entirely  local  are  properly  regu- 
lated by  the  local  government.  All  economic  activities 
that  are  interstate  are  properly  regulated  by  the  federal 
government.  Such  is  the  distribution  of  functions  in  re- 
gard to  the  regulation  of  insurance  in  Germany,  Switzer- 
land, Canada,  and  Australia.  Such  is  the  distribution  of 
functions  in  regard  to  commerce  and  transportation  in  the 
United  States.     With  respect  to  insurance  the  United 

10 
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States  has  clung  to  a  method  which  all  other  federal  gov- 
ernments have  discarded  and  which  she,  too,  has  aban- 
doned for  all  other  similarly  organized  economic  institu- 
tions. The  reasons  for  this  anomalous  situation  are  not 
far  to  seek : 

( 1 )  Insurance  is  a  modern  institution.  When  the  fed- 
eral constitution  was  adopted  insurance,  so  far  as  it  ex- 
isted, was  entirely  local  in  character.  As  the  insurance 
business  developed  and  companies  were  instituted,  their 
regulation  was  assumed  by  the  state  governments  without 
any  direct  consideration  of  either  its  advantages  or  dis- 
advantages. 

(2)  The  transference  of  the  control  of  the  insurance 
companies  from  the  states  to  the  federal  government 
under  the  authority  granted  Congress  by  the  commerce 
clause  would  be  attended  with  far-reaching  legal  and 
economic  consequences.  This  follows  from  the  doctrine 
that  a  state  has  no  power  to  impose  restrictions  on  com- 
merce among  the  states  even  in  the  absence  of  federal  leg- 
islation,^ except  such  as  may  be  necessary  for  the  enforce- 
ment of  its  police  regulations.  Consequently,  insurance 
officials  would  be  forever  protected  on  account  of  past 
offenses  from  either  criminal  prosecutions  or  civil  suits 
brought  under  laws  of  other  states.  And  further,  all 
rights  of  the  policyholders  under  the  statutes  cff  other 
states  would  be  invalid. ^^     And 

(3)  The  state  governments  naturally  enough  object  to 
loss  of  power  and  lessened  patronage. 

The  present  method  of  regulation  has,  however,  be- 
come well-nigh  intolerable.  The  companies  have  been  sub- 
ject neither  to  effective  self-government  nor  to  wise  public 
control.  Irresponsible  management  on  the  one  hand,  fifty 
self-seeking  state  jurisdictions  with  conflicting  statutes, 

"  Welton  vs.  Missouri,  91  U.  S.  Reports,  275. 

"  Unpublished  address  by  Prof.  F.  Green,  Urbana,  111. 
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retaliatory  measures,  "hold-up"  acts,  fake  examinations, 
and  unequal,  if  not  exorbitant,  taxation  on  the  other,  until 
insurance  in  some  of  its  forms  has  become  unduly  expen- 
sive and  often  more  risky  than  the  hazards  which  it  is  its 
function  to  alleviate.  Why,  it  may  be  asked  in  all  seri- 
ousness, with  fifty  states  and  territories  constantly  at 
work  grinding  out  statutes  and  fifty  insurance  depart- 
ments continually  examining  companies  and  issuing  vo- 
luminous reports,  why  has  our  insurance  history  been  dis- 
graced by  one  period  of  widespread  bankruptcy,  and  now 
by  another  of  extravagant  and  fraudulent  business  man- 
agement? Is  it  lack  of  authority?  In  the  words  of  the 
Armstrong  report : 

"This  condition  has  not  resulted,  as  has  been  stated. 
from  lack  of  legal  authority  either  to  inquire  into  the 
irregularities  now  exposed  or  to  compel  reports  which 
would  have  exposed  them.  No  substantial  amplification 
of  the  powers  or  authority  of  the  department  seems  neces- 
sary." 11 

The  failure  of  the  present  system  is  due  chiefly  to  the 
fact  that  it  fails  to  recognize  the  essential  principles  that 
apply  to  the  regulation  of  insurance  companies. 

(i)  The  government  controlling  any  economic  or- 
ganization should  include  within  its  geographical  limits 
the  constituent  economic  society  thus  regulated. 

(2)  The  insurance  company  is  an  indivisible  and  invi- 
olable organism,^^  and,  therefore,  must  of  necessity  be 
regulated  as  a  unit. 

(3)  Each  separate  state  is  primarily  interested  in  the 
operations  of  the  interstate  companies  only  so  far  as  they 
ajffect  the  citizens  of  that  state. 

State  regulation  is  therefore  destined  to  fail.  For  if 
the  several  states  attempt  to  regulate  all  the  companies 


"  Report  of  Armstrong  Committee,  Vol.  X,  p.  360. 
"  Adan  and  Le  Jeune ;  Third  International  Congress  of  Actuaries, 
London,  1900. 
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operating  within  their  borders  as  organic  units,  fifty  stat- 
utes relating  to  the  method  of  organization  result.  Unless 
such  legislation  is  uniform,  each  insurance  company  will 
find  itself  compelled  to  withdraw  from  all  states  whose 
legislation  is  not  in  harmony  with  that  in  which  it  has 
its  charter.  Again,  if  the  states  attempt  to  regulate  the 
companies  only  so  far  as  their  operations  within  their 
geographical  borders  are  concerned,  no  sufficient  safe- 
guard against  a  contaminated  business  management,  the 
fruitful  soil  of  most  of  the  evils  that  arise  within  its  own 
domain,  is  provided. 

As  the  failure  of  state  regulation  has  become  more  and 
more  apparent,  and  as  the  fundamental  reasons  therefore 
have  been  gradually  appreciated,  a  growing  and  persistent 
demand  for  federal  regulation  has  developed.  The 
strength  and  vitality  of  this  demand  is  indicated  by  the 
following  phenomena: 

1.  The  replies  to  the  letter  sent  out  by  Senator  Dry- 
den  to  some  eight  thousand  associations  and  individuals 
throughout  the  United  States  in  September,  1905,  asking 
for  an  expression  of  opinion  on  the  suggestion  of  Presi- 
dent Roosevelt  that  interstate  insurance  companies  be 
regulated  and  brought  under  federal  control,  showed  that 
83.3  per  cent,  of  those  answering  were  in  its  favor  ;^^ 

2.  The  work  of  the  National  Association  of  Insurance 
Commissioners,  a  body  that  has  accomplished  more  than 
any  one  other  single  agency  for  uniformity  of  state  legis- 
lation and  administration,  is  in  itself  a  tacit  admission  of 
the  desirability  of  uniformity,  a  condition  which  only 
federal  regulation  can  successfully  accomplish ; 

3.  The  agitation  in  the  present  Congress  in  behalf  of 
the  Ames  bill  is  based  upon  and  supported  by  the  same 
insatiable  demand;  and 


'*"The  Commercial  Aspects  of  Federal  Regulation  of  Insurance," 
by  John  F.  Dryden,  p.  17. 
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4.  The  organization  of  the  hfe  insurance  companies 
into  a  permanent  association,  as  proposed  by  President 
Morton,  of  the  Equitable,  in  a  circular  letter  of  December 
3,  which  has  recently  been  perfected  and  is  to-day  in  ses- 
sion in  New  York,  is  in  answer  to  the  same  demand  for 
uniformity  of  laws  governing  the  regulation  of  insurance 
companies. 

None  of  these  organizations  for  securing  uniform  stat- 
utes seems  likely  to  accomplish  the  desired  end.  The  Na- 
tional Association  of  State  Insurance  Commissioners  has 
been  at  work  for  thirty-seven  years,  and  the  task  before 
it  grows  larger  and  more  hopeless.  The  "model"  act  for 
the  District  of  Columbia  has  received  the  approval  of 
many  of  the  leading  authorities  on  this  question,  and  yet, 
when  one  stops  to  consider  that  this  same  act  was  devised 
"to  get  around  the  inability  of  Congress  to  legislate" 
under  the  commerce  clause  of  the  constitution,  and  fur- 
ther, that  the  present  statutes  governing  the  insurance 
business  in  the  District  of  Columbia,  enacted  as  recently 
as  1 90 1,  to  use  the  exact  words  of  the  Commissioner  of 
Insurance  for  the  District,  "are  the  worst  in  existence,"^* 
one  may  well  stop  to  inquire  whether  the  leopard  is  to 
change  his  spots  or  whether  we  may  yet  find  that  figs  are 
to  be  gathered  of  thistles. 

Of  the  two  methods  by  which  direct  federal  regulation 
may  be  secured,  that  by  amendment  to  the  national 
constitution  is  far  preferable  from  every  standpoint,  ex- 
cept that  of  practicability.  For  it  would  effect  no  change 
in  the  legal  status  of  either  officers  or  policyholders,  and 
again,  it  would  avoid  a  long  period  of  litigation  and 
judicial  decisions  in  the  courts.  It  would  seem  from  past 
experience,  however,  that  only  in  case  of  a  great  popular 
uprising  is  it  possible  to  change  our  fundamental  law. 

"  Testimony  of  Thomas  E.  Drake ;  Hearing  before  the  Committee 
on  the  Judiciary    ...    in  relation  to  Insurance,  1906,  p.  140. 
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Such  being  the  case,  is  it  possible  to  secure  federal  regu- 
lation by  act  of  Congress  ? 

Agitation  for  such  regulation  began  in  1865  as  a  direct 
outgrowth  of  the  passage  of  the  national  banking  act  of 
the  preceding  year.  A  memorial  was  presented  to  Con- 
gress asking  relief  from  the  burdens  of  state  supervision. 
The  first  bill  actually  introduced  was  in  the  year  1868, 
following  the  lines  marked  out  by  this  memorial.  In 
1877,  as  a  direct  outgrowth  of  the  insurance  bankruptcies 
of  1874,  a  second  attempt  was  made,  but  without  result. 
The  Patterson  bill  of  1892,  the  Piatt  bill  of  1897,  and  the 
Dryden  bill  in  1906  complete  the  list.  The  political, 
economic,  and  social  difficulties  in  the  path  of  federal  reg- 
ulation by  act  of  Congress  have  already  been  indicated. 
In  addition  to  these,  however,  there  is  a  constitutional 
question  involved  which  political  scientists  may  consider 
and  constitutional  lawyers  argue,  but  only  the  Supreme 
Court  may  finally  decide.  The  question  is,  has  Congress 
authority  under  the  clause  granting  it  power  over  com- 
merce among  the  several  states  to  regulate  interstate  in- 
surance companies?  The  Supreme  Court,  in  a  series  of 
decisions  —  Paul  vs.  Virginia  (8  Wall.  168),  1868; 
Hooper  vs.  CaHfornia  (155  U.  S.  648),  1894;  N.  Y. 
Life  Insurance  Co.  vs.  Cravens  (178  U.  S.  389),  1899; 
and  Nutting  vs.  Massachusetts  (183  U.  S.  553),  1901 — 
has  definitely  stated  that  "issuing  a  policy  of  insurance  is 
not  a  transaction  of  commerce",  and  "these  contracts  are 
not  articles  of  commerce  in  any  proper  meaning  of  the 
word".  The  court  also  went  so  far  as  to  declare  in  Paul 
vs.  Virginia  that  "such  contracts  are  not  interstate  trans- 
actions, though  the  parties  may  be  domiciled  in  different 
states",  on  the  ground  that  the  contract  was  not  completed 
until  the  policy  was  delivered  in  the  state  where  the 
insured  lived. 
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Notwithstanding  the  decisions  of  the  court  in  these  and 
other  cases,  a  considerable  number  of  men  whose  opinions 
are  eminently  worthy  of  respect  believe  that  federal  regu- 
lation through  this  method  is  the  only  practicable  one,  and 
that  it  is  worth  the  while  to  test  the  constitutionality  of 
such  an  act.  They  look  for  a  favorable  decision  on  the 
following  grounds: 

1.  In  all  the  cases  above  referred  to  the  issue  was 
brought  under  a  state  statute.  In  none  of  them  was  the 
validity  of  an  act  of  Congress  called  in  question.  In  none 
of  them  did  the  decision  hinge  upon  the  constitutional 
classification  of  the  business  of  insurance  ;^^ 

2.  The  Supreme  Court  has  shown  a  tendency  in  some 
of  the  more  recent  cases  to  adopt  a  more  liberal  interpre- 
tation of  the  meaning  of  the  commerce  clause.  In  the 
lottery  case  it  was  held  by  a  majority  of  the  court  on  the 
construction  of  a  federal  statute  that  the  transportation 
of  lottery  tickets  by  express  involved  interstate  commerce, 
and  it  was  therefore  a  valid  act.  Further,  the  clause  is 
to  be  interpreted  in  the  light  of  present  conditions,  and, 
consequently,  in  the  words  of  Justice  Brewer,  "it  operates 
to-day  upon  modes  of  interstate  commerce  unknown  to 
the  fathers,  and  it  will  operate  with  equal  force  upon  any 
new  modes  of  such  commerce  which  the  future  may  de- 
velop."^® If,  therefore,  the  transportation  of  lottery  tick- 
ets from  state  to  state  is  interstate  commerce,  and  the 
word  commerce  is  to  be  interpreted  in  terms  of  its  present 
day  meaning,  is  it  not  to  be  concluded  that  insurance  may 
yet  be  held  by  the  court  to  be  a  part  of  or  at  least  involve 
commerce  ? 

3.  Again,  it  is  evident  from  the  language  used  that 
the  court  had  in  mind  the  transaction  by  which  the  con- 


"  Majority  Report  of  the  Committee  on  Insurance  Law,  American 
Bar  Association,  1905,  p.  7. 
"In  re  Debs,  158  U.  S.  SQL 


152  American  Economic  Association 

tract  between  the  company  and  the  insured  was  com- 
pleted. That  is,  the  deHvery  of  the  pohcy  to  the  policy 
holder  by  the  company's  resident  agent.  Such  a  trans- 
action is  evidently  not  commerce  in  the  ordinary  meaning 
of  the  word.  This  act,  however,  while  an  important 
part  of  the  work  of  the  company,  from  the  legal  point  of 
view,  is  of  minor  importance  from  the  economic  stand- 
point. A  more  complete  analysis  discloses  that  the  in- 
surance company  is  engaged  in  creating  time  utilities 
and  selling  the  commodities  by  which  such  utilities  are 
for  the  time  being  represented  to  those  who  are  in  need 
of  them.  A  simple  case  will  illustrate:  An  insurance 
company  for  and  in  consideration  of  the  sum  of  $432,  or 
thereabouts,  will  sell  to  a  man  of  35  years  of  age,  in  good 
health,  $1000  in  gold  or  other  lawful  money,  payable 
upon  proof  of  his  death.  Here  is  a  purchase  and  a  sale, 
the  essential  elements  of  trade  or  commerce.  That  the 
trade  is  in  terms  of  gold  or  other  lawful  money  does  not 
prevent  it  from  being  commerce,  otherwise  those  who  buy 
and  sell  gold  bullion  and  gold  coin  must  be  excluded  from 
that  field  of  economic  activity.  Neither  is  it  an  essential 
condition  of  commerce  that  the  commodities  be  "subjects 
of  trade  and  barter  offered  in  the  market,"  that  is,  bought 
for  the  purpose  of  selling  again  for  the  sake  of  the  profit. 
Such  a  limitation  of  the  term  would  exclude  the  farmer 
who  sells  eggs  direct  to  his  city  customer  from  taking  part 
in  commerce,  while  admitting  the  retailer  who  buys  to 
sell  again.  Under  this  construction  a  retail  clothing 
store  would  not  be  engaged  in  commerce  when  selling 
articles  of  clothing  of  its  own  manufacture  to  the  indi- 
vidual who  is  to  wear  them,  but  would  be  so  engaged 
when  selling  clothing  made  by  the  regular  manufacturers 
of  clothing.  Commerce  refers  to  an  especial  kind  of 
commercial   transaction,   that  is,   the  process   by   which 
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titles  to  commodities  and  other  economic  utilities  are 
transferred.  The  banker  who  buys  and  sells  commer- 
cial paper  is  engaged  in  commerce,  so  is  the  broker  when 
buying  and  selling  securities;  so  is  the  real  estate  agent 
when  buying  or  selling  land ;  so  is  the  manufacturer  who 
sells  his  own  goods ;  and  so  is  the  insurance  company  when 
selling  insurance.  The  term  insurance  has  at  least  three 
meanings  as  ordinarily  used,  (i)  As  a  legal  term  it 
refers  to  the  formation  and  the  character  of  the  contract 
between  the  parties;  (2)  as  a  commercial  term  it  refers 
to  the  process  by  which  the  relations  between  the  parties 
are  established;  and  (3)  as  an  economic  term  it  refers  to 
the  effect  of  the  institution  upon  the  distribution  of 
wealth.  The  courts  have  confined  their  attention  chiefly 
to  the  first  meaning  and  have  failed  to  appreciate  the  im- 
portance of  the  second.  From  the  standpoint  of  the  com- 
pany the  commercial  process  of  selling  insurance  is  sec- 
ond in  importance  only  to  the  actuarial  basis  upon  which 
its  security  rests.  There  can  be  little  doubt  that  when 
the  Supreme  Court  is  obliged  to  pass  upon  the  constitu- 
tionality of  an  act  of  congress  which  declares  that  inter- 
state insurance  business  is  inter-state  commerce,  and  that 
policies  are  articles  of  commerce  and  instrumentalities 
thereof,^'^  it  will  consider  from  every  point  of  view  the 
terms  commerce  and  insurance,  and  when  it  does  so  it 
will  be  obliged  to  recognize  the  fact  that  insurance  in- 
volves commercial  transactions  if,  indeed,  it  is  not  pre- 
dominantly an  integral  part  of  commerce  itself. 

4.  Certain  other  considerations  are  entitled  to  a  hear- 
ing. James  Wilson  speaks  of  "bills  of  exchange,  policies 
of  insurance  and  other  mercantile  transactions".^^  Ham- 
ilton in  his  opinion  upon  the  constitutionality  of  the 
proposed  United  States  Bank  objected  to  the  enumeration 

"  Dryden  Bill,  Sec.  16. 

^*  Wilson's  Works,  I,  p.  335. 
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of  the  powers  of  Congress  as  stated  by  the  Attorney  Gen- 
eral, on  the  ground  that  among  other  powers  he  had 
failed  to  include  "the  regulation  of  policies  of  insur- 
ance."^^ Furthermore,  insurance  law  had  its  origin  in 
and  is  generally  treated  as  an  integral  part  of  the  law 
merchant  or  commercial  law;  and  again,  the  regulation 
of  insurance  is  in  the  most  advanced  commercial  countries 
administered  as  a  part  of  the  department  of  commerce. 

Fourth.  When  a  responsible  government  has  been 
provided  for  our  various  insurance  companies,  ensuring 
an  administration  at  once  representative  and  efficient, 
when  an  adequate  system  of  publicity  has  been  estab- 
lished through  which  the  policy  holders  and  the  admin- 
istration are  kept  in  vital  touch,  when,  further,  the  gov- 
ernment which  regulates  is  in  economic  harmony  with  the 
insurance  institutions  which  it  controls,  then,  and  not  till 
then,  will  it  be  possible  to  abandon  the  policy  of  restric- 
tive legislation,  which  has  been  at  once  a  necessary  con- 
comitant and  the  vital  weakness  of  state  regulation. 


"Hamilton's  Works,  Lodge's  ed.,  Ill,  p.  203. 


THE  PRINCIPLES  WHICH   SHOULD  GOVERN 

THE  REGULATION  OF  LIFE  INSURANCE 

COMPANIES. 

WILLIAM   C.  JOHNSON. 

To  the  individual  physical  life  there  is  no  end  more 
certain  than  death,  and  in  turn  nothing  more  uncertain 
than  when  that  end  may  be  reached.  In  a  group  of 
lives  sufficiently  large  for  the  fair  operation  of  the  laws 
of  average,  it  will  be  found,  however,  that,  while  no 
intelligent  or  safe  prediction  may  be  made  concerning  the 
length  of  any  individual  life,  it  can  readily  be  told  how 
many  of  the  group  will  die  each  year.  In  other  words, 
it  will  be  found  that  there  is  a  lazv  of  mortality,  whose 
operations  are  so  exact  that,  while  they  are  subject  to 
slight  fluctuation  form  year  to  year,  it  is  possible  to 
predict  in  advance  with  practical  certainty  what  will  be 
the  average  lifetime  of  the  group  and  the  rate  at  which 
the  lives  will  fail. 

As  with  the  advance  of  civilization  the  life  of  the  indi- 
vidual became  more  complex,  and  his  responsibility  to 
those  around  him  more  marked,  with  an  increasing  neces- 
sity of  adequately  equipping  dependents  if  they  were  to 
conquer  in  the  struggles  of  life,  men,  subject  to  the  same 
hazards  and  facing  all  an  ultimate  event,  the  only  uncer- 
tainty affecting  which  was  the  moment  of  its  occurrence, 
combined  together  for  mutual  protection,  that  from  a 
fund  created  by  the  contributions  of  the  many,  provision 
might  be  made  for  those  dependent  upon  the  few  lives 
(their  individual  identity  not  known)  which  experience 
indicated  might  be  expected  to  fail  year  by  year.  The 
principle  underlying  this  form  of  co-operation  was  in- 
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demnity — to  indemnify  the  families  of  those  overtaken 
by  death  for  the  loss  of  a  productive  life,  a  life  of  money 
value  to  them.  It  may  be  said  in  passing,  as  applicable 
to  all  forms  of  insurance,  that  its  sole  legitimate  purpose 
is  to  furnish  protection  against  some  hazard,  through 
the  promise  of  indemnity — the  promise  to  make  good 
any  loss  which  may  occur  upon  the  happening  of  the  con- 
tingency insured  against;  as  in  fire  insurance,  the  loss  of 
one's  house;  in  marine  insurance,  the  loss  of  one's  ship 
or  goods ;  in  life  insurance,  the  loss,  to  those  dependents 
to  whom  the  benefit  is  payable,  of  the  value  of  one's  life. 
This  principle  underlies  all  insurance,  that  it  furnishes 
indemnity  (not  profit) — the  making  good,  in  a  measure 
at  least,  for  a  loss  which  has  occurred.  To  make  use  of 
insurance  for  other  ends  is  violative  of  its  true  principles 
and  purposes. 

When  men  entered  upon  the  task  of  providing  indem- 
nity for  the  families  of  those  who  should  die,  by  dis- 
tributing the  loss  among  those  who  survived,  they  neces- 
sarily, as  the  business,  from  its  character,  could  not  be 
carried  on  by  a  single  person,  but  only  by  the  co-opera- 
tion of  many  individuals,  formed  associations  or  com- 
panies to  provide  the  machinery  through  which  the  cost 
might  be  collected  and  the  indemnity  paid. 

It  was  in  1762  that  the  first  society  to  insure  people 
for  the  whole  of  life  and  promising  a  determinate  sum 
in  return  for  a  fixed  premium  was  chartered  in  Great 
Britain,  and  now,  as  then,  the  business  is  conducted  by 
associations,  societies  or  companies  chartered  by  the  Gov- 
ernment and  possessing  only  such  privileges,  rights  and 
powers  as  have  been  granted  them  by  the  people.  It  has 
been  said  that  the  one  proper  purpose  of  government  is 
to  keep  the  peace  and  do  only  those  things  which  are 
essential  to  that  end,  and  that  legislation  founded  on  any 
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other  principle  is  unsound.  Those  who  hold  this  view 
have  failed,  it  seems  to  me,  to  appreciate  the  real  signi- 
ficance of  the  increasing  complexity  of  our  modern  busi- 
ness life,  and  to  differentiate  between  the  control  Gov- 
ernment should  exercise  over  individuals  and  the  regula- 
tion to  which  it  should  subject  its  corporate  citizens,  char- 
tered as  they  are  by  the  State's  authority,  endowed  with 
great  powers  and  privileges  which  do  not  pertain  to  the 
individual,  seeking  to  exchange  their  securities  for  the 
savings  of  the  people,  or  to  grant  their  facilities  to  those 
who  are  willing  and  able  to  pay  for  the  service  they  may 
render.  Creatures  of  the  people,  the  State  surely  has  the 
power  to  regulate  their  transactions  for  the  protection  of 
its  citizens.  Even  though  one  bear  in  mind  the  rule  laid 
down  by  the  United  States  Supreme  Court  in  the  oft- 
quoted  Dartmouth  College  case,  the  State  clearly  has  the 
right  to  regulate  the  conduct  of  its  corporate  creatures, 
to  such  an  extent  at  least  as  its  restrictions  are  regulative 
and  supervisory  and  do  not  extend  to  a  denial  to  the  cor- 
porations of  the  right  to  exercise  their  essential  func- 
tions. Particularly  is  this  necessary  of  insurance  com- 
panies, since  the  growth  of  the  business  has  been  such 
that  their  operations  now  touch  the  interests  of  almost 
every  family,  and  are  of  vital  importance  to  the  individ- 
ual, the  community  and  the  State. 

An  insurance  company,  whether  it  be  a  stock  corpora- 
tion, the  ownership  of  which  is  definitely  vested  in  indi- 
viduals, or  a  mutual  company,  conducted  for  the  benefit 
of  the  policyholders  alone  by  officers  and  trustees  depend- 
ent upon  the  confidence  and  good  will  of  the  members 
for  a  continuance  of  their  trusteeship,  is  conducted  by  a 
fezv  individuals  for  the  benefit  of  the  large  number  of 
persons  comprising  the  general  membership.  It  might 
be  said  that  a  stock  company  is  conducted,  not  for  the 
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members,  but  for  its  stockholders,  yet  this  is  true  in  only 
a  very  limited  sense.  Irrespective  of  the  form  of  control, 
whether  mutual  or  stock,  and  the  slight  tax  put  upon  the 
earnings  for  the  stockholders  if  it  be  a  proprietary  insti- 
tution, the  business  of  life  insurance  is  essentially  mutual 
in  its  character.  Its  conduct  is  possible  only  because  men 
join  together — co-operate — to  form  an  alliance  against 
misfortune.  Subject  to  mutual  hazards,  with  similar 
interests  to  protect,  men  in  life  insurance  mutually  share 
the  cost  of  furnishing  protection  to  all,  and  indemnity,  as 
it  may  be  needed,  to  the  dependents  of  each.  In  its  es- 
sence the  business  is  based  on  co-operation  for  a  given 
purpose  and  mutuality  in  sharing  the  cost  and  the  bene- 
fits, irrespective  of  whether  it  is  conducted  by  the  mem- 
bers, or  by  shareholders  who  possess  a  proprietary  inter- 
est. The  company  is  created,  built  up,  maintained  and 
enabled  to  fulfill  its  purpose  of  indemnifying  the  families 
of  those  of  its  members  who  die,  solely  because  a  large 
number  of  persons,  in  advance  of  any  benefit  paid,  en- 
trust the  substantial  sums  represented  by  their  premium 
payments  to  the  small  group  who  are  actually  charged 
with  the  administration  of  the  company.  The  State  gives 
to  the  managers  of  a  life  company  great  and  unusual 
privileges,  including  the  right  to  solicit  and  receive  from 
countless  thousands  of  its  citizens  payments  made  in  ad- 
vance for  a  benefit  contracted  to  be  paid  after  the  pur- 
chaser is  dead.  These  payments  amount,  in  many  compa- 
nies, to  millions  of  dollars  per  annum ;  in  some  companies 
to  tens  of  millions  per  annum;  and,  generally  speaking, 
the  disbursements  from  the  vast  funds  thus  created  are  to 
women  and  children,  just  deprived  of  their  natural  pro- 
tector, inexperienced,  helpless,  afflicted.  There  is  no 
higher  form  of  trusteeship  than  that  which  a  life  insur- 
ance company  undertakes,  and  it  is  right  that  the  trustees 
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of  such  enormous  funds,  contributed  by  so  many  different 
individuals  from  all  sections,  should  be  held  to  a  strict 
responsibility  by  the  Government  which  has  authorized 
the  inception  and  development  of  the  business.  The  ob- 
ject and  purpose  of  this  regulation  is  obviously  that  Gov- 
ernment should  protect  such  of  its  citizens  as  are  policy- 
holders by  seeing  to  it  that  the  insurance  companies  solic- 
iting their  patronage  and  contributions  are  maintained  in 
a  healthy  financial  condition;  that  they  are  honestly  and 
prudently  conducted,  and  that  the  funds  collected  from 
the  people  are  applied  solely  to  the  purpose  for  which 
contributed.  The  only  object  which  justifies  the  State  in 
regulating  the  operations  of  its  life  companies,  is  the 
safeguarding  of  the  interests  of  its  citizens  insured.  The 
Government,  the  creator  of  corporations,  possessing  and 
exercising  the  right  and  the  power  to  regulate  their  oper- 
ations, we  may  properly  discuss  the  history  of  govern- 
mental regulation  of  insurance  in  dealing  with  the  prin- 
ciples upon  which  that  regulation  should  be  founded. 

England  is  the  home  of  the  world's  first  regular  life 
companies;  it  is  the  domicile  of  more  well-established 
offices  than  are  to-day  transacting  business  in  the  United 
States ;  the  majority  of  its  companies  were  organized  and 
had  been  doing  business  for  many  years  before  insurance 
became  general  in  this  country.  Of  eighty  life  offices  now 
doing  an  active  business  in  England,  fifty-three  of  the 
number  were  organized  more  than  half  a  century  ago,  and 
seven  of  them  more  than  one  hundred  years  ago.  The 
business  there,  during  all  the  period  of  its  rapid  growth 
here,  has  been  conservatively  and  economically  conducted, 
with  complete  freedom  from  scandal  and  without  any 
such  instances  of  infidelity  to  the  interests  of  the  policy- 
holders as  have  been  disclosed  on  this  side.  It  is  true  that 
conditions  have  differed.     The  business  in  England  has 
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been  of  gradual  and  steady  growth  among  a  conse- 
vative  people.  Here — particularly  in  the  last  quarter  cen- 
tury— its  development  has  been  so  great  that  we  can 
scarcely  comprehend  what  the  figures  mean  when  we  recite 
the  amount  of  business  now  outstanding.  There  the  busi- 
ness has  slowly  developed  in  an  ancient  nation ;  here  it  has 
more  than  kept  pace  with  the  rise  of  a  new  nation  abound- 
ing with  natural  resources  and  wealth,  its  people  noted  for 
the  freedom  of  their  expenditures  and  for  the  ample  pro- 
vision they  seek  to  make  for  their  families.  That  the 
great  spread  of  the  life  assurance  idea  in  America  should 
have  led  to  conditions  different  from  those  existing  in  a 
land  where  its  growth  has  been  more  gradual,  is  not  a 
matter  of  surprise.  But  the  character  of  the  business  of 
the  British  offices,  which  now  have  in  force  over  a  billion 
pounds  of  outstanding  assurance,  protected  by  assets 
valued  at  more  than  three  hundred  million  pounds,  and 
which  has  been  so  generally  conducted  with  a  singular 
devotion  to  the  interests  of  the  policyholders,  leads  us  to 
inquire  what  part  governmental  regulation  has  played 
there  in  fostering  the  development  of  the  business  through 
the  protection  of  the  interests  of  the  insured. 

The  answer  to  the  inquiry  is  a  short  one.  In  Great 
Britain  a  charter  for  a  life  company  can  be  procured  with- 
out too  great  difficulty ;  no  permanent  deposit  is  required 
to  be  made  with  the  Government;  there  is  no  statutory 
standard  of  solvency  to  be  observed ;  there  is  not  imposed 
on  the  companies  the  use  of  any  given  table  of  mortality 
or  rate  of  interest ;  there  is  no  department  of  government 
charged  with  the  supervision  of  assurance  companies,  or 
authorized  to  examine  them;  and,  in  fact,  there  is  com- 
plete freedom  from  governmental  control  of  the  the  de- 
tails of  the  business,  the  sole  requirement  being  that  each 
company  shall,  once  in  five  years,  file  a  valuation  and  de- 
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tailed  report  of  its  business  with  the  Board  of  Trade. 
This  is  published  in  the  Blue  Book ;  and  in  making  its 
valuation,  each  company  has  to  declare  the  basis  upon 
which  it  figures  its  reserves — the  mortality  table  and  rate 
of  interest  used — and  make  an  exhibit  of  its  financial 
condition  accordingly.  In  other  words,  the  English  Gov- 
ernment relies  solely  for  the  proper  regulation  of  its  life 
assurance  companies  upon  publicity,  and  the  force  of  a 
competition  which,  both  following  and  anticipating  pub- 
licity, leads  to  a  healthy  rivalry  to  see  which  company 
can  show  the  best  returns  to  policyholders.  Doubtless 
also  reliance  is  placed  upon  the  integrity  and  fidelity  to 
their  stewardship  of  the  managers  of  the  companies,  a 
reliance  justified  not  only  in  England  by  the  sound  man- 
agement of  the  companies  and  the  fair  dealing  which  has 
characterized  their  relations  with  their  members,  but  as 
well  in  the  United  States  by  an  honest,  prudent  and  faith- 
ful administration  of  the  funds  and  affairs  of  the  great 
majority  of  our  companies,  which  has  been  but  empha- 
sized by  the  disclosure  of  different  ideals  of  management 
in  a  few  conspicuous  instances. 

The  statutory  provisions  covering  the  operations  of 
life  assurance  companies  in  Great  Britain,  since  the  adop- 
tion of  which  they  have  been  particularly  free  from  cause 
for  criticism,  are  embodied  in  the  "Life  Assurance  Com- 
panies' Act,  1870."  The  framers  of  the  Act  aimed  at 
allowing  the  companies  full  freedom  in  their  conduct  of 
the  business,  while  compelling  them  to  make  public  the 
result  of  their  operations,  believing  publicity  zvould  do 
more  to  secure  sound  management  than  any  other  method 
zvhich  might  be  adopted.  The  provisions  of  the  Act  were 
wisely  founded  on  the  preservation  of  corporate  initiative 
and  scope  of  administration  adapted  to  the  circumstances 
of  each  company,  while  demanding  the  publication  in  sys- 
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tematic  form  of  the  methods  adopted  and  the  results 
achieved.  It  encourages  both  freedom  of  enterprise  and 
pubhcity  of  record,  such  pubHcity  enabHng  the  pubhc  to 
withdraw  its  confidence  and  refrain  from  membership  if 
the  official  returns  disclose  reason  therefor.  As  an  Eng- 
lish authority  has  well  said : 

"The  authors  of  that  Act  displayed  a  sound  and  saga- 
cious judgment  and  appreciation  of  the  true  basis  of  Brit- 
ish commercial  enterprise  when  they  scrupulously  adhered 
to  the  maintenance  of  corporate  liberty  of  organization 
and  method  with  the  public  declaration  of  such  prominent 
details  as  would  enable  an  opinion  to  be  formed  upon  the 
practical  wisdom  and  judiciousness  of  administration." 

Thus  regulation  in  Great  Britain  has  taken  the  form  of 
requiring  publicity  only,  leaving  the  trustees  free  to  con- 
duct the  details  of  the  business  as  they  will,  so  long  as 
they  do  it  in  the  open ;  and  leaving  the  public,  unguided 
by  any  government  certificate  of  solvency  or  character 
whether  of  great  or  little  value,  charged  with  the  respon- 
sibility of  protecting  its  own  interests  through  inquiry, 
through  judgment  based  on  the  published  reports  and  the 
exercise  of  an  intelligent  discrimination  and  selection. 
The  public  has  protected  itself  far  better  under  this  sys- 
tem than  the  State  can  protect  its  citizens  through  pater- 
nalistic methods. 

Governmental  regulation  in  the  United  States  has 
taken  a  very  different  form,  and  the  situation  has  been 
rendered  much  more  complex  owing  to  the  fact  that  the 
Federal  Government  has  never  exercised  jurisdiction  over 
interstate  insurance  transactions  (not  regarding  them  as 
falling  within  the  constitutional  definition  of  interstate 
commerce),  and  has  left  the  individual  States  to  control 
the  operations,  not  only  of  their  own  companies,  but  of 
all  the  companies  doing  business  within  their  borders. 
As  most  of  the  well-established  companies  do  business  in 
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practically  all  the  States,  and  as  a  corporation  of  one 
State  lacks  any  inherent  right  to  transact  business  within 
the  other  States,  but  can  enter  them  only  as  a  matter  of 
favor  and  grace  upon  complying  with  such  requirements 
as  to  admission  as  may  be  exacted,  it  follows  that  our 
companies  are  subject  to  and  must,  to  do  business 
throughout  the  United  States,  be  governed  by  the  regula- 
tions of  fifty  different  State  and  Territorial  Governments, 
whose  rules  of  control  and  of  taxation  are  by  no  means 
uniform. 

Then,  on  the  whole,  a  line  of  regulation  quite  dissimilar 
to  that  followed  in  England  has  been  adopted  in  America. 
The  States  have  established  statutory  standards  of  sol- 
vency, requiring  that  the  assets  of  a  life  company  should 
at  all  times  at  least  equal  the  net  value  of  its  outstanding 
policies  (such  net  value  being  the  difference,  according 
to  the  stated  Table  of  Mortality,  between  the  aggregate 
net  single  premiums  for  the  sums  insured  at  the  then  ages 
of  the  insured  and  the  present  value  of  all  net  premiums 
thereafter  receivable  on  the  policies  outstanding,  in  ac- 
cordance with  the  same  Table  of  Mortality).  This  stand- 
ard of  solvency  has  possessed  no  magic  to  keep  any  com- 
pany from  actual  insolvency,  and  in  conspicuous  instances 
has  served  as  a  hard  and  fast  rule  to  destroy  organiza- 
tions whose  so-called  "legal  reserves"  were  temporarily 
impaired,  yet  which  were  not  only  able  to  meet  all  current 
liabilities,  but  were  in  such  a  condition  that,  treated  by  a 
more  flexible  rule,  their  reserves  could  have  been  restored 
and  the  companies  maintained  as  going  institutions — to 
the  great  benefit  of  their  policyholders,  whose  insurance 
was  in  fact  destroyed  through  unnecessarily  enforced 
liquidation. 

The  adoption  of  a  statutory  standard  of  solvency  has 
been  accompanied  in  most  States  by  the  creation  of  an 
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Insurance  Department — a  bureau  of  Government  charged 
with  the  duty  of  supervising  the  operations  of  all  insur- 
ance companies  operating  in  the  State,  and  armed  by  lav^ 
with  the  power  to  make  an  examination  at  will  of  the  af- 
fairs of  any  company  doing  business  within  its  borders. 
The  next  step  toward  State  regulation  of  insurance  has 
been  the  appointment  as  head  of  the  Insurance  Depart- 
ment, not  of  some  man  capable,  owing  to  familiarity  with 
the  business,  of  really  conserving  the  interests  of  the  pol- 
icyholders through  an  intelligent  supervision,  but  usually 
of  some  politician  or  party  worker,  to  whom  the  "job," 
with  its  salary,  is  given  as  a  reward  for  "loyalty  to  the 
organization". 

The  result  of  this  mode  of  selecting  men  for  the  office 
of  Commissioner  of  Insurance  has,  in  most  instances, 
been  a  mere  perfunctory  performance  of  its  duties.  The 
power  to  examine  companies  has  been  abused  rather  than 
used.  When  the  examinations  were  made  in  good  faith, 
they  were  directed  chiefly  to  a  verification  of  the  com- 
pany's last  annual  statement,  and  did  not  go  into  the 
question  of  character  of  management.  Though  directed 
to  the  ascertainment  of  solvency  alone,  the  report  fre- 
quently, in  terms,  was  a  certificate  of  good  management. 
The  effect  of  such  reports  was  to  lull  the  public,  through 
dependence  upon  official  indorsements,  into  a  sense  of 
security.  Thus,  to  an  extent,  State  guardianship  has  been 
allowed  to  usurp  the  place  of  responsibility  and  control 
by  the  parties  actually  interested.  Such  guardianship, 
largely  ineffective,  injures  rather  than  benefits  the  policy- 
holders, for,  relying  upon  it,  the  members  do  not  investi- 
gate and  study  the  operations  of  their  companies.  They 
accept  the  license  or  report  issued  by  the  State  as  a  cer- 
tificate of  character,  leave  it  to  the  State  to  do  their  think- 
ing for  them,  and  as  a  result  lose  the  advantage  of  actual 
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knowledge  and  the  intelligent  discrimination  which  fol- 
lows it.  The  method  is  injurious  to  the  real  interests  of 
the  citizen,  which  is  always  the  case  when  government 
attempts  to  do  for  an  individual  what  that  individual 
should  do  for  himself. 

The  power  to  examine,  moreover,  has  on  many  occa- 
sions been  used  by  unscrupulous  officials  "for  purposes 
of  revenue  only,"  and  the  instances  are  well  known  where 
officials  of  distant  States  have  visited  cities  where  were 
located  many  companies,  both  life  and  fire,  and  made  a 
pretence  of  "verifying  the  last  annual  statement"  for  "the 
protection  of  policyholders  residing  in  our  State."  These 
"verifications"  were  of  a  most  casual  nature;  half  a  dozen 
of  such  so-called  examinations  were  often  conducted  con- 
currently, the  representative  of  the  distant  State  spending 
a  few  hours  only  in  each  office.  The  expense  of  these  ex- 
aminations was  of  course  collected  from  the  companies, 
and  was  usually  regarded  as  an  individual  perquisite  by 
the  examiner  or  the  Commissioner  he  represented.  It  con- 
sisted of  a  very  liberal  per  diem  for  the  examiner  and  his 
assistant,  their  hotel  bills,  and  mileage  from  the  distant 
State  to  the  place  of  examination. 

The  mileage  and  hotel  bills  were,  with  the  charges  for 
"services,"  presented  to  eacli  of  the  companies  "exam- 
ined" on  such  a  trip  (even  though  the  expense  was  actually 
only  incurred  once),  and  any  question  concerning  the 
payment  of  the  bill  was  met  by  an  immediate  threat  to  re- 
voke the  company's  license  in  the  given  State.  This  was 
State  "supervision"  at  its  worst,  and  it  may  be  said,  for 
the  credit  of  the  States,  that  this  particular  form  of  "regu- 
lation" is  less  heard  of  now  than  it  was  a  few  years  ago. 
It  is  significant,  however,  taking  supervision  at  its  best  in 
the  United  States,  that  the  statutory  standard  of  solvency 
has  been  "useful"  chiefly  in  forcing  into  liquidation  com- 
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panics  intrinsically  solvent;  that  State  supervisors  have 
given  the  public  no  protection  or  warning  against  com- 
panies actually  being  mismanaged — and  that  the  various 
States  and  their  officials,  with  the  power  at  hand  for  years 
past  to  thoroughly  examine  any  company  doing  business 
within  its  borders,  never  in  any  way  discovered  or  warned 
the  public  against  the  evils  which  were  recently  laid  bare 
in  an  examination  conducted  by  a  Legislative  committee. 
The  expense  of  the  maintenance  of  all  these  numerous 
State  Insurance  Departments  and  of  the  examinations 
which  they  make  is  collected  from  the  policyholders, 
through  a  direct  charge  on  the  companies  in  some  in- 
stances for  the  expense  of  the  investigations,  and  other- 
wise through  taxation.  There  are  Insurance  Depart- 
ments in  a  considerable  number  of  States  which  are  effi- 
ciently conducted,  and  which  render  some  real  service  to 
the  policyholders ;  yet,  taking  State  supervision  on  the 
whole,  as  it  has  existed  in  the  United  States,  has  the  pro- 
tection afforded  the  policyholders  through  it  been  worth 
what  it  has  cost  them?  Has  it  been  justified  by  the 
results  ?    Another  answers  : 

"Have  failures  been  prevented  and  losses  avoided? 
Has  it  been  impossible  for  fraudulent  assessmentism  to 
flourish  and  count  its  deluded  and  disappointed  victims 
by  the  millions  ?  Has  not  the  State  invariably  yielded  to 
the  clamor  of  promoters  and  their  expectant  victims,  and 
put  its  broad  seal  of  approval  upon  impossible  schemes 
of  insurance,  inevitably  certain  to  bring  disaster?  Has 
it  prevented  the  misapplication  of  trust  funds  and  their 
diversion  from  those  to  whom  they  belonged?  Has  it 
promoted  equity,  scowled  on  discriminations,  rebuked  ex- 
travagance, condemned  nepotism  and  denounced  self-ad- 
justed salaries  ?  Has  speculation  in  trust  funds  been  pre- 
vented ?  We  know  the  things  existed  in  some  companies, 
and  we  place  the  responsibility  for  them  squarely  upon  the 
State,  zuhere  it  belongs,  since  the  State  has  undertaken 
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a  guardianship  which  I  will  not  say  it  could  not  better 
perform,  but  which  will  never  be  adequately  performed 
until  those  interested  perform  it  for  themselves." 

Like  the  poor,  however,  State  supervision  will  doubt- 
less always  be  with  us,  and  the  most  that  can  be  expected 
is  that  the  Insurance  Departments  of  all  the  States  will 
emulate  the  example  of  those  most  efficiently  conducted 
to-day,  and  that,  out  of  the  present  confusion  of  statutory 
and  departmental  regulations  (varying  as  they  do  in  the 
different  States)  may  come  a  degree  of  uniformity,  fol- 
lowed by  a  co-operation  between  the  States,  so  that  one 
may  not  duplicate  the  work  of  another,  as  in  examina- 
tions, etc.,  except  for  some  special  and  controlling  reason. 
It  is  also  to  be  hoped  that  state  insurance  officials  will 
confine  their  activities  to  their  proper  province  of  seeing 
that  the  companies  obey  the  laws  and  so  openly  conduct 
their  business  with  an  efficient  accounting  to  the  policy- 
holders that  the  public  can  intelligently  protect  its  own 
interests ;  and  not  attempt,  as  has  been  done  in  some  cases, 
to  interfere  with  company  managements  and  dictate  how 
the  details  of  the  business  should  be  conducted. 

With  this  review  of  the  object  and  history  of  regula- 
tion, it  may  be  pointed  out  that  heretofore  no  efficient 
publicity  or  actual  accountability  for  surplus  funds  has 
been  required  in  the  United  States.  There  have,  it  is  true, 
been  many  of  our  old  companies  which  have  voluntarily 
made  annual  accountings  to  their  policyholders,  and  con- 
cerning whose  management  there  has  not — shall  we  say 
as  a  consequence  ? — been  any  substantial  criticism  uttered. 
Yet,  in  the  past,  the  companies  prudently,  conservatively 
and  honestly  managed  have  not  done  as  much  business  as 
other  companies  which  refrained  from  annual  accountings 
to  their  members,  and  in  whose  conduct  extravagant  and 
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improper  methods  of  management  have  been  recently  dis- 
closed. In  fact,  the  companies  which  were  actually  doing 
least  for  the  individual  policyholders  were  most  largely 
receiving  the  patronage  of  the  public.  The  reason  for  this 
is  that  the  poorly  managed  companies  have  been  able  to 
conceal  the  fact  through  lack  of  publicity  and  accounta- 
bility, and  through  extravagant  expenditures  thus  con- 
cealed have  been  given  an  advantage  in  the  hiring  and 
compensation  of  agents.  With  annual  accountability  en- 
forced of  all  companies,  the  results  in  each,  as  to  cost  and 
surplus  earnings,  would  be  clearly  known  to  every  indi- 
vidual who  cared  to  inquire.  In  no  business  is  there 
sharper  competition  than  in  life  insurance,  and  with  pub- 
licity and  accountability  enforced  the  law  of  self-preserva- 
tion would  require  every  carelessly  managed  company  to 
mend  its  ways,  for  failing  to  do  so  its  results  would  fall 
below  those  of  its  rivals,  and  it  v/ould  lose  the  confidence 
and  patronage  of  the  people,  who,  with  publication  of 
methods  and  results  required,  will  never  be  as  blind  about 
insurance  matters  hereafter  as  in  the  past.  Fostered  by 
publicity  and  annual  accountings,  competition  in  life  in- 
surance will  no  longer  be  directed  toward  size  or  rapid 
growth,  but  there  will  certainly  be  a  competition  in  econ- 
omy, to  see  which  company  can  give  insurance  at  the 
lowest  cost  to  the  policyholders ;  and  under  such  competi- 
tion there  would,  through  the  outworking  of  a  natural 
law,  be  a  reduction  of  expenses  to  as  low  a  point  as  effi- 
ciency and  experience  would  warrant,  without  ,the  damage 
which  may  follow  an  attempt  on  the  part  of  the  State  to 
interfere  with  freedom  of  management  in  its  details. 

Consequently  we  hold  that  the  fundamental  principle 
upon  which  all  sound  governmental  regulation  of  life  in- 
surance companies  should  he  based  is  the  requirement  of 
complete  publicity  concerning  their  operations,  accompa- 


Government  Regulation  of  Insurance  169 

nied  by  a  detailed  and  frequent  accountability  for  all  sur- 
plus and  other  funds. 

Let  the  State  require  of  all  life  insurance  companies 
the  utmost  publicity  concerning  their  management ;  let  it 
insist  upon  all  their  transactions  being  carried  out  in  the 
light  of  day;  let  it  demand  of  the  trustees  a  regular  and 
public  accounting  for  the  funds  entrusted  to  their  care, 
and  you  then  enable  the  policyholders  to  readily  ascertain 
whether  their  company  is  being  properly  conducted,  and 
to  protect  their  own  interests  accordingly. 

Last  year  a  legislative  investigation  of  a  few  great 
American  companies  disclosed  the  fact  (scarcely  to  be 
wondered  at  in  view  of  the  period  of  growth  and  expan- 
sion through  which  their  business  had  recently  passed) 
that  there  had  been  in  such  companies  extravagance,  im- 
proper expenditures  and  other  evils  embodying  a  disre- 
gard of  a  faithful  trusteeship.  All  join  in  condemning 
the  evils  disclosed,  and  among  insurance  men  and  citizens 
generally  there  is  no  dispute  as  to  the  general  facts  nor 
as  to  the  necessity  of  making  their  repetition  impossible. 
But  what  is  the  sound  method  of  insuring  such  reform? 

We  certainly  should  not,  by  complex  regulations  affect- 
ing many  features  and  details  of  a  situation,  seek  to  do 
that  which  can  be  accomplished  more  easily  and  with 
equal  certainty  by  a  few  simple  fundamental  require- 
ments. 

What  is  necessary  for  thoroughgoing  insurance  reform 
is,  a  maximum  of  publicity,  strict  accountability  and  a 
minimum  of  legislation. 

If  we  refer  to  the  statutory  enactments  following  the 
recent  investigation  we  may  see  to  what  extent  the  laws 
passed  depart  from  or  run  counter  to  sound  principle. 
The  investigation  disclosed  evils — evils  which  had  arisen 
in  a  period  of  forced  growth,  whose  disclosure  shocked  all 
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men.  Their  occurrence  was  to  a  large  extent  possible 
only  because  of  a  lack  of  publicity  concerning,  and  ac- 
countability for,  the  surplus  funds  arising  under  policies 
on  which  the  dividends  were  deferred  for  long  periods  of 
years.  The  law-makers,  if  we  can  judge  from  the  laws 
adopted,  seemed  unconscious  of  the  truth  that  the  mere 
disclosure  of  the  facts  and  the  deeper  sense  of  trusteeship 
which  such  disclosure  enforced,  together  with  a  conse- 
quent more  intelligent  attitude  toward  the  subject  by  the 
public,  of  themselves  rendered  a  recurrence  practically 
impossible.  Evil  cannot  thrive  in  the  broad  light  of  day. 
The  majority  of  citzens  are  honest,  and  a  dishonest  man 
or  corporation  cannot  permanently  retain  the  confidence 
or  patronage  of  the  public.  That  which  must  be  done 
openly,  under  the  scrutiny  of  all  men,  will,  on  the  whole, 
be  done  fairly  and  honestly.  As  another,  a  most  intelli- 
gent and  faithful  State  Insurance  Commissioner,  has 
said: 

"The  great  remedy  for  whatever  evils  have  thus  far 
been  found  in  insurance,  or  whatever  evils  may  be  found 
in  the  business  in  the  future,  lies  in  full  and  complete  pub- 
licity. I  am  clearly  of  the  opinion  that  more  actual  good 
has  been  accomplished  by  the  publicity  incident  to  the 
Armstrong  Committee  investigation  than  will  ever  be 
accomplished  by  the  Armstrong  laws,  so-called,  and  this 
observation  is  not  meant  to  be  in  any  sense  a  reflection 
upon  the  recent  New  York  enactments.  I  simply  desire 
to  emphasize  my  belief  in  publicity  rather  than  in  whole- 
sale legislation,  designed  to  cover  every  detail,  as  the 
effective  remedy  for  evils  of  whatever  nature." 

The  evils  which  were  discovered  last  year  had  been 
rendered  possible  chiefly  through  the  abuse  of  the  de- 
ferred dividend  plan.  The  obvious  remedy  was  to  require 
publicity  and  strict  annual  accountability  under  such  con- 
tracts in  the  future.     The  practice  of  deferring  the  dis- 
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tribution  of  dividends  or  bonuses  has  been  in  common  use 
in  England  ever  since  the  business  was  founded,  with 
benefit  rather  than  injury  to  the  pohcyholders.  It  has, 
or  it  has  not,  an  office  to  perform  in  connection  with 
American  Hfe  insurance.  Lack  of  accountabihty  under  it 
here  had  given  rise  to  extravagance  and  grave  evils.  If 
accountability  had  been  imposed  and  the  plan  had  a  legit- 
imate place  in  the  business,  it  would  have  survived  with- 
out injury  to  the  public;  if  it  could  not  survive  under  a 
compulsory  accountability  it  would,  and  should,  die  a 
natural  death.  Sound  legislation  would  have  given  pro- 
tection against  the  abuse  of  the  plan,  and  left  natural  laws 
to  determine  the  question  of  its  survival.  Was  the  action 
of  the  law-makers  guided  by  sound  principles  of  publicity 
and  accountability?  Not  at  all.  The  deferred  dividend 
contract  was  prohibited  by  statute.  This  prohibition  ren- 
ders it  impossible  to  safely  transact  certain  forms  of  sub- 
standard business,  thus  preventing  a  class  of  citizens  most 
needing  insurance  from  procuring  it  (though  it  is  clearly 
in  the  interest  of  the  State  that  they  should  be  able, 
through  insurance,  to  protect  their  dependents)  ;  and  as 
indicated,  the  prohibition  was  wholly  unnecessary.  It 
was  not  the  deferred  dividend  contract  which  caused  the 
evils,  but  the  abuse  of  it — and  accountability  would  have 
cured  the  abuse. 

The  investigation  disclosed  evils  of  extravagance,  both 
in  general  expenses  and  in  agency  expense.  It  was  the 
abuse  of  the  deferred  dividend  contract  which  alone  ren- 
dered such  extravagance  possible.  The  cure,  through 
publicity  and  accountability,  of  such  abuse  of  deferred 
dividends,  would  also  necessarily,  almost  automatically, 
have  put  a  stop  to  undue  expenditures,  for  with  every 
company  required  to  account  to  its  policyholders  annually, 
showing  the  surplus  earned  on  each  policy,  a  premium 
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would  have  been  put  on  economy,  and  all  companies 
would  be  compelled  to  approximate  the  prudent  and  eco- 
nomical management  of  the  most  conservative,  or  would 
lose  the  confidence  of  the  public  through  failure  to  give 
equally  favorable  results.  Did  the  Legislature  cure  the 
evil  by  such  fundamental  requirements  ?  On  the  contrary, 
it  put  on  the  statute  books  a  limitation  of  the  total  amount 
any  company  might  disburse  for  expenses  per  annum. 
Companies  differ,  among  other  things,  in  age,  in  size,  in 
financial  strength,  in  the  character  of  the  business  they 
have  in  force,  in  standing,  in  reputation,  in  earning 
power,  in  the  percentage  which  they  have  added  to  the 
net  premium  for  expenses.  The  law-makers  ignored  such 
considerations,  and  adopted  a  limitation  of  expenses 
which  is  applicable  to  all  alike ;  which  bears  with  unequal 
force  upon  different  ones;  which  renders  it  impossible 
that  new  companies  should  be  organized;  and  which 
throws  obstacles  in  the  way  of  upbuilding  into  strong  and 
useful  institutions  those  smaller,  younger  or  weaker  com- 
panies now  existing,  whose  preservation  and  growth  the 
State  is  in  reality  especially  interested  in  fostering. 

There  had  been  extravagance  in  the  agency  field. 
With  publicity  and  accountability  it  could  not  exist.  But 
was  that  the  remedy  applied?  No;  but  for  the  first  time 
in  history  there  has  been  written  on  the  statute  books  a 
law  establishing  for  labor  not  a  minimum  but  a  maximum 
rate  of  compensation.  The  sufficiency  of  the  provision 
does  not  for  the  moment  enter  into  our  argument,  though 
it  will  be  referred  to  later  as  indicating  the  practical,  as 
well  as  the  theoretical,  objections  to  such  laws.  Sufficient 
or  insufficient,  the  principle  underlying  such  legislation  is 
unsound.  The  trustees  and  officers  of  life  insurance 
companies  are  charged  with  the  duty  of  conducting  their 
business  efficiently;  a  healthy  growth  and  the  steady  in- 
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troduction  of  a  reasonable  number  of  new  lives  (the  effect 
of  which  is  to  reduce  the  death  rate)  is  beneficial  to  the 
members,  and  lessens  the  cost  of  their  insurance.  Through 
the  limitation  first  of  agency  expense  and  then  of  total 
expenses,  the  power  and  discretion  of  the  officers  are 
taken  from  them,  and  yet  they  are  left  with  the  responsi- 
bility. The  State  should  either  leave  both  the  power  to 
manage  and  the  responsibility  of  management  with  the 
officers  of  the  company,  safeguarding  the  interests  of  the 
public  through  the  requirement  of  adequate  publicity  and 
accountability,  or,  if  it  desires  to  exercise  the  power  of 
controlling  the  details  of  the  business,  it  should  itself 
assume  the  responsibility  as  well. 

To  deal  for  a  moment  with  the  merits  rather  than  the 
principles  of  such  regulation,  the  provision  made  for 
agency  expense  is  possibly  sufficient  for  the  great  cities 
and  for  well-established  companies  in  the  thickly  popu- 
lated sections.  Companies  differ  in  very  many  respects, 
however;  and  what  would  be  sufficient  for  a  company  of 
size  and  fine  reputation,  which  has  been  doing  business 
in  a  given  territory  for,  say,  half  a  century,  which  has 
thousands  of  satisfied  policyholders  therein,  and  which, 
accordingly,  finds  it  comparatively  easy  to  procure  new 
business,  may  be  wholly  insufficient  for  a  company  per- 
haps in  every  way  just  as  good,  which  is  new  to  that 
particular  field,  and  lacks  history  or  policyholders  in  that 
community.,  This  is  true  of  companies  of  equal  merit, 
but  with  different  histories  in  the  given  field,  and  the 
inequality  is  more  marked  when  we  consider  the  case  of 
the  smaller,  weaker,  or  younger  companies,  which  it 
should  be  the  purpose  of  the  State  to  preserve — not 
destroy. 

Territories,  as  well  as  companies,  differ;  and  a  com- 
pensation which  may  be  adequate  in  cities  like  New  York 
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or  Chicago,  where  an  agent  has  opportunity  to  write  a 
great  deal  of  business,  may  be  wholly  insufficient  in  the 
sparsely  settled  agricultural  districts,  where  there  is  but 
a  limited  amount  of  business  to  be  procured  in  any  event, 
and  where  the  agent  must  travel  long  distances,  at  much 
expense  of  both  money  and  time,  to  get  even  that.  It  is, 
in  fact,  the  general  opinion  of  conservative  insurance  men, 
who  are  quite  in  sympathy  with  the  demand  for  economy, 
that  this  measuring  of  all  companies  and  all  territories 
by  the  same  yard-stick  of  expense,  will  result  in  the  loss 
to  the  companies  of  some  of  their  very  best  and  most 
persistent  business,  namely,  that  arising  from  the  agricul- 
tural communities,  and  in  the  loss  to  the  State  which 
must  necessarily  follow  the  failure  of  any  class  of  its 
citizens  to  make  provision  for  their  dependents. 

Again,  some  of  the  companies,  through  the  deferred 
dividend  plan,  had  built  up  large  surplus  funds,  for  which 
they  v/ere  not  held  to  any  strict  account.  Evil  had  fol- 
lowed, due  to  the  absence  of  accountability,  the  enforce- 
ment of  which  would  have  cured  it.  The  Legislature 
again  ignores  the  obvious,  and  for  the  first  time  in  history 
we  find  the  State  legislating  for  instability.  The  history 
of  all  regulation  of  fiduciary  institutions  shows  govern- 
ment making  provision  to  insure  the  absolute  security  and 
solvency  of  corporations  receiving  and  contracting  to 
safeguard  the  surplus  earnings  of  the  people.  In  recent 
legislation,  however,  we  find  one  of  our  States,  greatest 
in  population  and  wealth  if  not  in  legislative  wisdom, 
defining  the  maximum  surplus  or  contingency  reserve 
which  a  company  shall  maintain.  Never  before  has  the 
State  attempted  to  take  all  discretion  from  the  managers 
of  its  corporate  creatures  and  actually  legislate  for  weak- 
ness and  insecurity  through  a  limitation  of  the  amount 
of  surplus  funds  which  a  company  may  accumulate.    The 
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evil  arising  from  large  surplus  funds  held  free  from 
accountability  could  have  been  promptly  cured  by  funda- 
mental legislation  as  already  indicated,  and  by  the  adop- 
tion of  a  sound  method  of  taxation;  but  the  principles 
which  should  govern  regulation  seems  to  have  been  wholly 
ignored,  and  a  "short  cut"  attempted  which  improperly 
impairs  the  discretion  of  managers  and  is  an  infringement 
upon  the  security  of  the  policyholders.  It  is  far  more 
important  that  insurance  should  be  absolutely  secure  than 
that  the  individual  member  should  receive  a  dollar  or  two 
extra  in  dividends. 

Thus,  if  we  carefully  study  the  principles  upon  which 
regulation  should  be  founded,  it  would  appear  that  the 
State,  in  recent  legislation,  had  adopted  a  cumbersome, 
arbitrary,  paternalistic  and  dangerous  method  of  accom- 
plishing needed  reforms,  which  could  better  have  been 
made  effective  by  a  few  simple  requirements  directed  at 
the  fundamentals  of  publicity  and  accountability. 

The  law-makers  have  seemingly  overlooked  the  fact 
that  integrity  and  fidelity  to  a  trust  can  no  more  be  cre- 
ated or  guaranteed  by  statute  than  can  the  fidelity  of  the 
citizen  to  his  marriage  vow  be  enforced  by  legislative 
enactment.  What  is  wanted  is  not  more  legislation,  but 
more  character ;  not  statutory  restriction,  but  a  deepening 
of  the  sense  of  trusteeship  and  such  a  public  operation  of 
the  affairs  of  the  companies  as  will  not  only  make  evil 
or  extravagance  certain  of  detection,  but  will  enable  the 
individual  citizen  to  judge  more  intelligently  concerning 
the  merits  of  the  administration  of  his  company.  Sound- 
ness and  integrity  of  management  are  not  as  apt  to  be 
insured  by  the  creation  of  statutory  misdemeanors  as  by 
requiring  that  all  corporate  acts  shall  be  performed  in 
public.  It  may  well  be  repeated,  as  pointed  out  by  the 
Lord   Bishop   of   Birmingham   in   the   Commemoration 
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Sermon  preached  by  him  at  Oxford  University  in  June 
last  (in  speaking  of  the  laboring  classes  and  their  ap- 
parent belief  that  legislative  enactments  covering  this 
point  or  that  would  better  their  condition),  that  what  is 
needed  in  all  the  affairs  of  life  is  not  so  much  new  law, 
or  more  law,  or  the  experiments  of  governmental  control, 
as  character — an  intelligent  application  of  right  princi- 
ples to  all  the  relations  of  men.  That  legislation  affecting 
insurance  corporations  will  prove  of  the  greatest  value 
which  most  deepens  the  sense  of  responsibility  on  the  part 
of  corporate  managers,  and  increases  the  intelligent  dis- 
crimination exercised  by  the  members  or  those  contem- 
plating membership.  Men  should  be  encouraged  to  think 
and  act  for  themselves,  and  the  State  can  aid  in  develop- 
ing self-reliance  on  the  part  of  its  citizens  by  the  require- 
ment of  such  publicity  concerning  corporate  operations 
as  will  give  to  any  man  who  uses  his  intelligence  the 
power  of  self-protection.  The  strength  of  the  State  is 
dependent  upon  the  character  of  its  citizens,  and  the  com- 
dom  of  action  on  the  part  of  the  people  in  private  affairs, 
and  through  that  freedom  character  is  developed,  both 
from  the  lessons  of  attainment  and  from  those  deeper 
lessons  of  apparent  failure  which  in  a  democracy  are  so 
often  but  the  foundation  stones  of  ultimate  achievement. 

No  observations  concerning  the  regulation  of  life  in- 
surance could  be  complete  without  reference  to  the  de- 
mand which  is  being  made  in  some  quarters  for  a  stand- 
ard policy,  and  without  calling  attention  to  the  lack  of 
principle  upon  which  present  methods  of  insurance  taxa- 
tion are  based. 

There  is  no  innovation  in  the  line  of  insurance  regula- 
tion more  actively  urged  at  the  present  moment  by  those 
lacking  experience  in  conducting  the  business,  and  cer- 
tainly no  proposal  for  which  less  can  be  said,  than  the 
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demand  for  standard  forms  of  life  policies.  It  is  argued 
that  as  standard  fire  forms  are  required,  the  same  rule 
should  be  applied  to  life  companies.  In  the  case  of  fire 
insurance,  there  are  frequently  many  policies  in  force  on 
the  same  risk ;  the  loss  incurred  is  almost  always  a  partial, 
not  a  total,  loss;  the  adjustment  of  all  the  policies  is 
usually  made  at  one  and  the  same  time  by  an  adjuster 
representing  all  the  companies,  and  the  many  questions 
arising  concerning  the  distribution  of  partial  losses,  and 
the  pro  rata  payable  by  each  of  the  several  companies  in- 
volved, have  seemed  to  many  States  to  justify  the  require- 
ment of  uniform  policy  provisions — so  that  the  liability 
of  each  company  may  be  defined  by  the  same  rule  and 
clearly  understood.  In  life  insurance,  however,  there  is 
nothing  payable  except  in  the  event  of  a  total  loss 
(death),  when  the  policy  is  paid  in  full;  and  each  com- 
pany adjusts  its  own  claim  independently  of  the  others. 
There  are  no  questions  of  partial  loss  or  pro  rata  liability 
to  arise,  and  the  reasons  which  are  urged  for  standard 
fire  forms  are  wholly  inapplicable  to  life  insurance.  In 
addition,  there  is  no  evil  needing  correction  which  de- 
mands that  the  State  should  deny  to  its  corporations  and 
its  citizens  the  free  right  of  contract.  Here  and  there  a 
policy  has,  it  is  true,  been  misrepresented  by  irresponsible 
agents,  whose  employment  was  a  natural  consequence  of 
the  high  pressure  methods  lately  in  vogue,  the  misrepre- 
sentation usually  taking  the  form  of  stating  twenty  year 
deferred  dividend  policies  to  be  twenty  year  endowment 
contracts.  The  requirement  of  accountability  under  de- 
ferred dividend  policies,  the  abandonment  of  high  pres- 
sure methods  and  the  discontinuance  of  the  system  of 
advances  to  agents  which  would  naturally  follow  such  ac- 
countability, would  speedily  cure  such  slight  evils  as  may 
have  existed  in  the  matter  of  misrepresenting  the  policies 
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of  any  of  the  regular  life  insurance  companies.  There 
is  in  reality  no  evil  the  cure  of  which  would  not  be  better 
found  in  legislation  directed  at  the  fundamentals  of  pub- 
licity and  accountability,  rather  than  in  the  requirement 
of  standard  forms.  It  is  significant  that  there  is  no  de- 
mand from  policyholders  for  any  such  "reform,"  the  cry 
arising  almost  wholly  from  those  who,  having  had  no 
practical  experience  in  the  business  and  possessing  no 
sound  knowledge  of  its  history  or  the  principles  and  prac- 
tices underlying  its  operation,  have  taken  to  themselves 
the  duty  of  suggesting  the  passage  of  new  insurance  laws 
to  legislators  equally  unfamiliar  with  the  subject. 

If  those  who  urge  the  adoption  of  standard  forms  but 
had  the  opportunity  afforded  the  practical  insurance  man 
of  examining  the  policies  issued  by  the  American  com- 
panies fifty  years  ago,  forty,  thirty,  or  even  twenty  years 
ago,  and  comparing  them  with  those  issued  say  ten  or  five 
years  ago — or  even  of  comparing  the  latter  with  those 
now  offered,  he  would  find  that  through  the  lessons  taught 
company  managers  by  experience,  and  through  the  force 
of  a  healthy  competition,  policy  forms  had  become  more 
and  more  liberal  each  year,  had  been  framed  to  cover  a 
constantly  increasing  number  of  benefits,  had  omitted 
restriction  after  restriction  formerly  enforced,  until  to- 
day, if  the  policy  contracts  of  many  of  the  companies  are 
to  be  criticized  at  all,  the  criticism  must  be  that  they  em- 
body too  great  freedom  from  restriction,  too  much  liber- 
ality, too  substantial  rewards  for  surrender,  rather  than 
that  they  fail  in  any  way  to  give  the  policyholders  full 
value  for  the  premium  paid.  And  the  significant  thing 
is  that  this  history  of  improvement  and  increased  liberality 
in  policy  forms  has  been  the  voluntary  act  of  the  compOr- 
nies,  due  to  the  guidance  of  experience  and  the  force  of 
a  free  competition  uncontrolled  by  the  State.     Policies 
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are  constantly  being  redrawn  and  liberalized;  the  devel- 
opment in  forms  has  kept  pace  with  the  increasing  com- 
plexity of  modern  business  conditions,  and  every  need 
for  protection  that  has  arisen  has  been  met  by  changes 
and  improvements  in  the  life  insurance  contract.  Not 
until  the  current  year  has  any  State  sought  to  crystallize 
into  exact  language  and  put  into  inflexible  form  on  the 
staute  books  policy  forms  which  it  says  must  be  used 
by  all  its  companies.  A  form  safely  applicable  to  all  com- 
panies, young  and  old,  weak  and  strong,  is  necessarily  less 
liberal  than  that  which  the  older  and  stronger  companies 
could  issue :  and,  in  fact,  in  the  one  State  where  the  idea 
has  been  adopted,  the  standard  form  is  inferior  to  and  less 
advantageous  to  the  policyholder  than  the  more  liberal 
and  attractive  policies  now  offered  by  many  well-known 
and  conservative  companies.  A  statute  attempting  to 
establish  in  one  given  form  of  words  a  contract  which 
should  be  flexible  enough  to  cover  every  developing  hu- 
man need  would  most  certainly  put  a  stop  to  all  improve- 
ment and  progress.  Policy  forms  are  now  far  more 
liberal  and  more  fully  protect  the  insured  than  were  those 
of  but  a  few  years  ago.  The  limit  of  improvement  has 
not  been  reached,  and  unless  the  State  forbids  further 
grozvth  by  the  adoption  of  a  fixed  form,  the  prospect  of 
now  materially  reducing  expense  accounts  will  lead  many 
of  the  companies  to  further  liberalize  their  policies.  It  is 
fair  to  point  out  that  had  the  State  adopted  standard 
forms  of  fifteen,  or  ten,  or  even  five  years  ago,  those  who 
read  these  lines  would  not  find  themselves  in  the  position 
of  being  able  to  secure  policies  so  liberal  and  so  fully 
protecting  the  rights  of  both  insured  and  beneficiary,  as- 
those  now  freely  and  voluntarily  offered  by  the  companies 
themselves.  To  all  who  have  understandingly  reviewed 
the  history  of  the  development  of  policy  forms  in  Amer- 
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ican  life  insurance,  the  proposition  to  now  standardize 
policies  will,  we  believe,  be  seen  to  have  less  to  recommend 
it  (which  is  saying  a  great  deal)  than  any  of  the  other 
"reforms"  proposed. 

Speaking  broadly,  the  vast  amount  of  insurance  in 
munity  can  only  be  injured,  not  helped,  by  government 
attempting  to  exercise  on  behalf  of  its  people  functions  of 
judgment,  of  discrimination  and  of  selection  in  the  con- 
duct of  private  affairs  which  the  citizen  can  better  employ 
himself,  and  the  use  of  which  would  strengthen  and  im- 
prove him.  Much  of  the  mistaken  interference  of  govern- 
ment with  individual  affairs  springs  from  a  disregard  of 
the  unquestioned  truth  that  knowledge  comes  from  expe- 
rience and  development  through  the  exercise  (not  through 
the  non-use)  of  one's  faculties.  The  very  spirit  of  our 
force  in  our  companies  stands  as  a  monument  to  the  un- 
selfishness of  man,  as  an  evidence  of  his  forethought,  his 
affection,  and  his  realization  of  responsibility,  for  those 
dependent  upon  him.  Death  to  the  individual  is  an  event 
so  uncertain  in  the  hour  of  its  occurrence  that  through 
life  insurance  alone  can  material  protection  be  certainly 
given  to  those  who  otherwise  might  be  unprovided  for. 
Insurance^  is  the  most  indispensable  and  the  most  benefi- 
cent institution  of  our  day.  It  is  a  very  practical  and  at 
the  same  time  a  most  ingenious  method  of  equalizing  the 
hazards  of  life.     To  secure  its  protection  men  toil  and 

^  In  speaking  of  insurance,  the  writer  refers  to  the  business  in  its 
pure  and  legitimate  form,  under  which  protection  is  secured  for  one's 
dependents,  or  provision  made  for  one's  own  later  years.  During 
the  past  quarter  century  excrescences  upon  insurance  contracts  have 
led  to  the  creation,  retention  and  misuse  by  some  companies  of  large 
surplus  funds,  which  have  been  pointed  to  as  justifying  a  demand 
for  taxation.  These  phases  of  the  business  are  speedily  passing,  and 
are  ignored.  The  true  character  of  life  insurance,  its  pure  practice, 
which  will  be  required  under  new  systems  of  publicity  and  accounta- 
bility, guided  by  a  more  intelligent  public  interest,  are  alone  borne  in 
mind  in  considering  questions  of  regulation. 
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deny  themselves  the  full  fruit  of  their  labor ;  they  give  up^, 
in  some  cases  almost  the  necessities,  in  all  cases  some  o£ 
the  comforts  or  luxuries  or  pleasures  of  life,  that  those 
to  come  after  them  may  be  protected  from  adversity  and 
want — that  children  may  be  educated  and  brought  up  to 
lives  of  usefulness.  Founded  on  a  care  for  the  future  of 
others,  a  care  which  can  only  be  exercised  by  present 
denial  and  sacrifice,  the  determination  to  insure  represents 
the  best  and  most  unselfish  qualities  of  human  nature. 
Insurance  is  thrift,  nobler  than  other  forms  in  that  it  is 
exercised  not  for  self  but  for  others,  imposing  a  present 
burden  for  a  fulfilment  which  death  alone  can  bring.  The 
cost  of  insurance  is  a  tax,  with  which  man  voluntarily 
charges  himself  so  that  he  may  make  provision  for  his  own 
and  not  leave  his  dependents  to  be  cared  for  or  educated  by 
the  State.  Through  the  operation  of  the  business  of  life 
insurance  great  burdens  are  removed  from  the  State; 
widows  are  provided  for,  homes  are  maintained,  children 
are  educated  to  be  useful  citizens.  No  man  can  number 
those  who,  through  the  benefits  of  insurance,  are  saved 
from  becoming  public  charges  —  kept  from  the  poor- 
houses,  the  asylums,  and  the  orphanages.  Through  pro- 
vision made  for  children,  which  keeps  them  from  poverty 
and  an  environment  of  want  and  temptation,  who  can 
tell  how  many  are  trained  to  honorable,  useful  lives,  and 
saved  ultimately  from  the  criminal  population  and  the 
prisons?  Clearly  as  men  more  and  more  make  provision 
for  their  dependents  through  insurance,  the  direct  burden 
of  the  State  in  caring  for  the  aged,  the  indigent,  the  or- 
phaned, and  the  degenerate  is  lessened.  All  thrift  is  bene- 
ficial to  the  State,  particularly  that  higher  form  which 
provides  for  the  weak,  the  young,  and  those  unable  to 
work.  The  government  which  fosters  and  encourages 
the  spread  of  life  insurance  shows  but  an  enlightened 
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self-interest,  and  this  fact  has  been  behind  much  of  the 
demand  for  governmental  regulation  and  for  a  control 
which  its  authors  have  hoped  would  lower  the  cost  of 
insurance  protection,  so  that  the  public  might  be  led  to 
insure  even  more  freely  than  at  present. 

Yet  the  State  is  directly  responsible  for  a  substantial 
addition  to  the  cost  of  insurance  to  its  citizens  through 
methods  of  taxation  which  are  unjustifiable  and  indefensi- 
ble. When  an  insurance  company  is  taxed,  the  extra  ex- 
pense which  that  tax  involves  is  borne  by  the  individual 
policyholders.  This  seems  to  have  been  overlooked  in 
many  States,  which  have  sought  to  meet  the  expenses  of 
conducting  the  Government  through  the  taxation  of  life 
insurance  companies,  blind  to  the  fact  that  when  they  tax 
insurance,  they  are  merely  taxing  their  own  citizens  who 
are  insured,  levying  a  special  impost  on  that  portion  of 
their  people  who  are  the  most  thrifty  and  unselfish,  and 
who  are  thus  penalized  by  the  State  for  seeking,  through 
voluntary  provision  for  dependents,  to  relieve  the  com- 
munity from  the  burden  and  expense  of  caring  for  those 
who  otherwise  might  be  left  destitute.  The  careless  man, 
irresponsible,  selfish,  who  makes  no  provision  for  his 
family,  escapes  this  form  of  taxation,  which  is  thrown 
wholly  on  those  who  have  already  taxed  themselves  for 
the  benefit  of  their  dependents — and  the  State.  The  taxa- 
tion of  life  insurance  is  essentially  a  tax  upon  a  tax;  it 
discourages  the  making  of  provision  for  dependents  by 
adding  to  the  cost;  it  penalizes  the  thrifty,  and  is  never- 
theless a  most  popular  form  of  raising  money,  though 
clearly  against  public  policy  and  the  best  interests  of  the 
people. 

It  may  be  said  that  the  companies — i.  e.,  the  policyhold- 
ers— should,  through  taxation,  meet  the  cost  of  State 
supervision,  the  maintenance  of  governmental  insurance 
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departments,  etc.  We  might  dwell  on  the  fact  that,  inas- 
much as  insurance  is  for  the  benefit  of  the  State  as  a 
whole,  the  cost  of  supervision  might  properly  be  levied 
on  all  citizens,  and  not  merely  on  those  insured;  but, 
waiving  that,  and  admitting  that  the  policyholders  should 
meet  the  cost  of  supervision,  what  do  we  find? 

One  who  investigates  the  subject  will  discover  that, 
with  but  few  exceptions,  each  State  imposes  a  direct  tax 
upon  the  companies,  in  the  form  of  a  percentage  of  the 
premiums  collected  by  them  within  its  borders.  In  most 
instances  this  percentage  is  upon  the  gross  premiums 
collected.  Four  States  fix  the  tax  at  i  per  cent,  of  the 
premiums;  four  more  at  i|  per  cent.;  sixteen  collect  2 
per  cent. ;  one  charges  2^  per  cent. ;  seven  collect  2^  per 
cent.,  and  one  or  two  even  exact  3  per  cent.  A  few  States 
impose  no  tax,  and  in  several  States  the  tax  is  based  on 
reserves,  on  surplus  or  on  the  amount  of  business  trans- 
acted. Then,  in  addition,  many  of  the  States  have  on 
their  statute  books  a  so-called  retaliatory  law,  which  has 
been  well  described  as  "a  relic  of  barbarism",  and  which 
is  the  product  of  legislation  founded  on  no  principle 
which  could  be  seriously  discussed  among  thoughtful  and 
civilized  men.  Retaliatory  provisions  operate  in  this  man- 
ner. One  State  taxes  insurance  companies  say  i  per  cent, 
of  the  premiums  collected  therein ;  but  it  provides  that  if 
other  States  should  tax  at  a  higher  rate  companies  of  the 
first  State,  then  the  latter  in  turn  will  tax  companies  of 
the  second  State  at  the  rate  imposed  on  its  own  companies 
there.  The  theory  on  which  these  provisions  were  en- 
acted evidently  was  that  they  would  tend  to  reduce  the 
taxes  charged  by  other  States.  In  this  object  they  have 
failed,  and  the  State  which  has  thought  that  a  tax  of  say 
I  per  cent,  has  been  all  that  should  properly  or  equitably 
be  charged  life  companies,  has  found  itself  in  the  position 
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of  actually  collecting  a  tax  of  say  2  per  cent,  or  2^  per 
cent.,  with  no  more  justification  than  that  it  proposes  to 
do  a  wrong  within  its  own  borders  because  some  other 
State  first  sets  it  the  example  elsewhere.  If  sound  prin- 
ciples were  applied  to  insurance  legislation  and  taxation  in 
America,  certainly  every  retaliatory  law  now  in  force 
would  be  repealed,  and  most  tax  laws  modified. 

A  few  instances  alone  will  show  that  present  insurance 
taxes  are  not  imposed  merely  to  meet  the  necessary  cost 
of  supervision. 

In  1905  the  receipts  and  disbursements  of  the  State 
Insurance  Departments  named  below  were  as  follows : 

Excess  of 

Receipts  over 

Receipts.  Disbursements.     Disbursements. 

New  York  ...  $288,990.35     $152,814.99       $136,175.36 

Wisconsin   ...     572,778.95  19,717.92         553,061.03 

Ohio    1,004,932.99         38,818.42         966,114.57 

Michigan  ....  445,818.49  14,034.32  431785-17 
Texas    329,992.00         16,019.00         3i3,973-00 

These  States  have  been  taken  at  random  as  illustrating 
a  situation  which  exists  in  practically  all,  namely,  that 
government  regards  the  business  of  life  insurance  as  a 
proper  source  of  revenue  from  which  to  provide  for  many 
of  its  general  expenses.  Such  an  attitude  must  neces- 
sarily be  founded  on  a  superficial  comprehension  of  the 
importance  of  the  business  to  the  State  and  the  benefit 
which  through  insurance  accrues  to  its  people.  Take  a 
State  which  levies  a  tax  of  2^  or  3  per  cent,  on  the 
gross  premiums  collected  within  its  borders — it  simply 
requires  each  of  its  citizens  who  desire  one  hundred  dol- 
lars' worth  of  life  insurance  to  pay  $2.50  or  $3.00  per 
annum  for  the  privilege  of  being  able  to  purchase  it;  it 
makes  an  arbitrary  and  substantial  addition  to  the  actual 
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cost  of  insurance,  and  compels  the  company  to  collect  it 
annually  from  the  policyholder,  on  the  State's  account, 
something  which  the  individual  does  not  realize,  as  it 
appears  simply  as  a  part  of  the  premium. 

In  1905  the  life  insurance  companies  doing  business  in 
New  York  State  paid  out  for  insurance  taxes,  licenses 
and  fees  almost  seven  and  one-half  millions  of  dollars. 

Thus,  while  the  State  is  constantly  urging  legislation 
designed  to  reduce  the  cost  of  insurance  to  the  public, 
and  so  seemingly  realizes  the  benefit  which  must  come  to 
its  people  as  a  whole  through  the  extension  of  the  life 
insurance  business,  we  find  it  with  a  strange  inconsistency 
making  a  direct,  unnecessary  and  unjustifiable  addition  to 
the  cost  of  insurance,  which,  even  should  we  deduct  the 
cost  of  State  supervision,  now  amounts,  in  the  case  of 
merely  that  group  of  companies  doing  business  in  New 
York  State,  to  over  $7,000,000  per  annum.  The  reduc- 
tion in  the  cost  of  insurance  to  the  policyholders,  which 
the  State  could  promptly  effect  through  refraining  from 
taxing  this  form  of  thrift,  would  amount  to  more  than 
any  economy  in  general  expense  which  can  possibly  be 
enforced  by  statute.  Freedom  from  taxation  would  bring 
about  an  immediate,  certain,  and  easily  measured  reduc- 
tion in  cost,  without  any  possible  injury  to  or  interfer- 
ence with  the  business,  while  limitation  of  expenditures 
by  legislation  promises  no  certain  result,  and  may  even 
lead  to  an  actual  increase  in  cost,  through  an  impairment 
of  efficiency.  If  the  normal  growth  of  the  insurance  busi- 
ness be  not  checked  by  restrictive  legislation,  and  if  the 
rates  of  taxation  remain  as  at  present  (they  have  been 
steadily  increasing)  the  policyholders  will  in  the  next  ten 
years  pay  the  State  governments  more  than  one  hundred 
millions  of  dollars  in  taxes.  It  is  not  to  be  believed  that 
people  realize  the  addition  Government  is  thus  unneces- 
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sarily  making  to  the  cost  of  life  insurance,  or  the  extent 
to  which  the  burden  of  taxation  lessens  the  returns  which 
could  otherwise  be  expected  under  their  policies.  The 
sums  now  annually  collected  from  the  companies  as  taxes 
would,  if  applied  to  the  purchase  of  insurance  at  the 
average  rate  of  premium,  pay  for  additional  insurance  for 
present  policyholders  and  their  beneficiaries  to  the  amount 
of  two  hundred  millions  of  dollars.  The  moment  the  pub- 
lic fully  appreciates  these  facts  we  may  expect  a  demand 
for  a  more  intelligent  and  less  burdensome  system  of 
insurance  taxation. 

I  have  said  that  any  evils  which  have  existed  in  the 
business  have  arisen  from  lack  of  publicity  concerning, 
and  accountability  for,  surplus  funds.  Fundamental  leg- 
islation on  this  subject  will  render  the  recurrence  of  evil 
impossible ;  but  if,  as  some  allege,  there  be  danger  in  the 
accumulation  of  large  surplus  funds,  their  maintenance 
at  a  reasonable  figure  and  the  prompt  distribution  of 
moneys  accumulating  in  excess  of  a  proper  margin  of 
safety,  would  be  further  encouraged  by  levying  any  tax 
imposed  on  insurance  solely  on  surplus  withheld  from 
distribution.  The  premiums — the  cost  of  insurance — 
should  not  be  taxed;  the  reserves  required  by  law  to  be 
maintained  for  the  security  of  the  business  and  the  fulfil- 
ment of  all  contracts,  should  not  be  taxed.  If  taxation 
of  insurance  is  to  be  justified  at  all,  then  let  it  fall  upon 
any  funds  held  by  the  companies  in  excess  of  the  mini- 
mum necessary  to  enable  them  to  fulfill  their  obligations. 
A  man's  surplus  money,  held  for  him  by  an  insurance 
company,  may  perhaps  be  taxed  like  his  other  property; 
and  certainly  if  insurance  taxation  were  based  solely  upon 
surplus  funds  withheld  from  distribution,  the  companies 
would  not  find  it  profitable  to  maintain  a  greater  surplus 
than  prudence  and  safety  required,  and  the  danger,  if  any, 


Government  Regulation  of  Insurance  187 

of  such  accumulations  would  be  minimized.  In  the  inter- 
est of  the  State,  all  burdens  and  additions  should  be 
taken  from  the  price  paid  for  insurance — the  premium, 
and  the  companies  should  be  encouraged  to  further  reduce 
the  cost  by  the  declaration  of  prompt  and  liberal  divi- 
dends. Both  objects  could  be  best  secured  by  re- 
pealing all  premium  taxes,  and  basing  insurance  taxation 
solely  on  surplus  funds  withheld  from  distribution. 

In  conclusion,  this  summary  of  the  views  herein  ex- 
pressed is  submitted  for  your  consideration. 

1.  That  governmental  regulation  of  life  insurance, 
aimed  to  best  protect  the  interests  of  the  public,  should 
be  along  such  lines  as  will  most  surely  lead  the  public  to 
form  and  follow  an  intelligent  judgment  concerning  the 
business  and  its  conduct  by  individual  companies. 

2.  That  sound  regulation  should  encourage  individ- 
uals to  think  and  choose,  and  not  lead  them  to  depend  on 
the  State  for  a  semi-guardianship  which  can  never  be  sat- 
isfactorily fulfilled. 

3.  That  to  this  end  what  is  required  is  detailed  pub- 
licity concerning  the  operations  of  the  companies  and  a 
strict  accountability  for  surplus  and  other  funds. 

4.  That  laws  under  which  the  State  interferes  with 
details  of  management,  or  dictates  methods  of  operation, 
are: 

(a)  Unnecessary,  because  the  end  of  good  manage- 
ment sought  can  be  more  simply  and  more  certainly  at- 
tained by  other  methods. 

(b)  Unsound,  because  government  should  not  aim  to 
do  for  the  individual  what  the  individual  can  do  better 
for  himself,  and  because,  with  legislation  governing  the 
fundamentals  of  publicity  and  accountability,  the  evils 
which  have  led  to  the  demand  for  interference  in  details 
will  be  cured  by  the  almost  automatic  operation  of  natural 
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forces — the  laws  of  progress  and  the  effect  of  competi- 
tion— which  are  always  to  be  preferred  to  arbitrary- 
restriction. 

5.  That  all  so-called  retaliatory  tax  laws  should  be 
repealed;  and  that  all  laws  imposing  taxation  upon  life 
insurance  should  be  so  amended  that  insurance  should 
be  taxed,  if  at  all,  only  to  the  extent  necessary  to  meet  the 
cost  of  government  supervision;  this  tax  to  be  levied 
solely  on  surplus  withheld  from  distribution  (not  on 
reserves  or  premium  income). 


THE  REGULATION  OF  INSURANCE- 
DISCUSSION. 

Frank  E.  Horack:  Without  entering  into  the  con- 
stitutional or  legal  difficulties  to  be  encountered  and  over- 
come before  the  organization  and  government  control  of 
insurance  companies  by  the  National  Government  can 
become  a  reality,  I  want  to  emphasize  what  in  my  opinion 
would  be  the  chief  advantages  of  such  organization  and 
control. 

The  fact  that  the  insurance  companies  themselves  are 
working  toward  this  end  is  not  necessarily  against  the 
proposition.  Government  control  will  undoubtedly  bene- 
fit the  insurance  companies  by  giving  them  a  uniform  and 
simplified  organization.  This  must  mean  a  considerable 
economy  in  management  over  the  present  system.  More- 
over, I  believe  that  if  means  are  found  to  bring  the  insur- 
ance business  within  the  power  of  the  National  Govern- 
mer't,  it  will  hasten  the  movement  for  the  organization 
and  control,  or  the  control  at  least,  of  industrial  and  busi- 
ness corporations  engaged  in  interstate  business. 

The  insurance  business  is  only  one  of  the  great  enter- 
prises conducted  in  corporate  form  in  this  country  which 
must  sooner  or  later  come  under  the  surveillance  of  the 
Nat  onal  Government.  President  Roosevelt  urged  na- 
tional legislation  for  corporations  engaged  in  interstate 
commerce  in  his  first  message  to  Congress  and  this  year 
at  the  second  session  of  the  59th  Congress  he  again  calls 
attention  to  the  need  of  securing  Government  control  of 
those  great  corporations  the  operations  of  which  are  con- 
fined to  no  one  State.    The  impossibility  of  securing  uni- 
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form  legislation  by  State  action  is  apparent  to  anyone 
who  has  given  the  subject  the  slightest  thought. 

In  my  opinion  all  of  the  arguments  urged  in  favor  of 
organization  and  government  control  of  insurance  com- 
panies may  well  be  applied  to  all  the  great  corporations 
engaged  in  interstate  commerce.  To  sum  up  briefly,  the 
advantages  of  Government  organization  and  control  are : 

1.  It  will  give  such  corporations  a  uniform  and  sim- 
plified organization. 

2.  It  will  make  possible  a  uniform  line  of  court  de- 
cisions respecting  the  powers  and  duties  of  such  corpora- 
tions. 

3.  It  will  be  one  of  the  most  efficient  means  of  check- 
ing the  evil  of  overcapitalization. 

4.  It  will  give  better  protection  to  policyholders  and 
to  stockholders,  particularly  in  giving  them  information 
as  to  who  their  associates  are. 

5.  It  will  give  American  companies  transacting  busi- 
ness abroad  a  better  standing,  as  well  as  better  protection. 

6.  It  will  check  excessive  profits  and  reduce  the  cost 
of  insurance. 

7.  It  will  put  a  stop  to  the  disgraceful  traffic  in  cor- 
porate charters  for  the  sake  of  the  fees  which  the  corpo- 
rations willingly  pay  for  immunities. 

8.  It  will  raise  the  standard  of  corporation  legislation 
in  this  country  on  a  par  with  that  of  England  and  Ger- 
many. 

W.  G.  Langworthy  Taylor:  Life  insurance  is  not 
at  all  a  gambling  business,  for  its  purpose  is  beneficial 
and  its  legitimate  receipts  and  expenditures  are  less  sub- 
ject to  fluctuation  than  those  of  perhaps  any  other  busi- 
ness. But  the  endowment  feature  does  not  come  In  along 
with  regular  insurance  for  this  praise.     It  is  a  gambling 


Regulation  of  Insurance — Discussion  191 

on  one's  own  survival  and  on  the  inheritance  of  the  prop- 
erty of  those  who  die  before. 

The  social  danger  in  life  insurance,  as  recently  con- 
ducted, lies  in  the  collection  of  an  excessive  quantity  of 
assets  which  are  not  subject  to  withdrawal  for  very  long 
periods  and  are  hence  an  enormous  temptation  to  unfaith- 
ful stewardship.  It  is  the  endowment  feature  which  has 
enabled  the  heaping  up  of  these  exaggerated  funds. 

The  soundness  of  our  financial  system  reposes  entirely 
upon  the  great  banking  principle  of  payment  on  demand. 
It  is  this  principle  which  regulates  the  flow  of  capital 
whither  it  is  wanted,  and  capital  not  subject  to  its  opera- 
tion is  an  open  invitation  to  promotion,  with  all  its  evils. 
All  credit  should  bear  a  bank  guaranty.  In  that  case 
someone  always  has  a  string  attached  to  it  that  he  can 
pull  at  a  moment's  notice,  i.  e.,  the  guaranty  can  be  called 
each  moment. 

At  the  best,  life  insurance  involves  the  holding  of  con- 
siderable funds.  The  state  is  not  adapted  to  this  role ;  but 
may  well  encourage  publicity,  and  there  is  no  economic 
reason  why  the  general  government  should  not  cooper- 
ate with  the  several  states  to  this  end.  To  be  sure,  in- 
surance is  not  "commerce,"  because  it  is  an  operation  of 
financial  guaranty ;  but  the  lawyers  are  now  arguing  that 
it  is  "commerce" ;  and,  if  they  want  it  so, — why,  let  them 
have  it  so ! 

Frederick  A.  Cleveland  :  Advocating  publicity,  Mr. 
Johnson,  in  his  excellent  paper  on  "The  Principles  which 
Should  govern  the  Regulation  of  Life  Insurance  Com- 
panies," contrasts  the  almost  complete  absence  of  regu- 
latory acts  in  Great  Britain  with  the  voluminous  State 
insurance  legislation  in  the  United  States,  and  concludes 
that   the   one   provision — "publicity" — in   Great   Britain 
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has  given  a  complete  solution  of  the  problem  of  regu- 
lation, while  America  with  all  her  statutes  —  inquisi- 
torial, restraining,  and  mandatory — has  been  periodically 
wrapped  in  scandal,  and  both  policyholder  and  insurance 
company  have  suffered  greatly  from  an  inefficient  form  of 
control. 

The  conclusion  reached  by  Mr.  Johnson  seems  to  be 
well  supported  by  experience,  not  only  by  the  experience 
of  insurance  companies,  but  also  by  English  practice 
with  respect  to  every  form  of  corporate  activity  and 
executory  trusteeship.  From  his  reasoning,  however,  he 
has  omitted  an  important  feature  of  the  English  statute 
law,  viz. :  the  provisions  of  the  "Companies  Acts",  re- 
quiring the  independent  audit  of  all  corporations  regis- 
tered under  the  act  of  1862  and  the  specific  acts  requiring 
the  audits  of  savings  societies,  friendly  societies,  railway 
companies,  water,  gas  and  electric  lighting  companies, 
etc.  While  the  act  of  1870,  regulating  life  insurance,  did 
not  make  obligatory  the  appointment  of  independent 
auditors  by  stockholders  (or  in  mutual  companies,  by 
policyholders),  and  the  Companies  Act  of  1890  includes 
only  such  insurance  companies  as  were  registered  under 
the  law  of  1862,  the  defect  in  the  law  is  effectively  cured 
by  an  enlightened  public  opinion  requiring  financial  state- 
ments to  be  certified  to  as  a  basis  of  credit  and  public 
faith. 

The  provisions  and  practice  above  referred  to  are  the 
result  of  losses  and  scandals  which  occurred  in  the  early 
part  of  the  eighteenth  century.  Between  1840  and  1870 
Parliament  had  enacted  numerous  measures  for  the  pro- 
tection of  stockholders  and  other  investors,  an  essential 
principle  of  which  is  as  above  indicated.  As  the 
representatives  of  stockholders  and  beneficiaries,  these 
auditors  were  given  access  to  all  books,  records,  and  files 
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kept  by  the  officers  and  trustees  of  the  company  and  are 
held  civilly  and  criminally  responsible  for  the  truth  of 
financial  statements  made.  Such  companies  as  do  not 
specifically  come  within  the  statute  find  it  to  their  advan- 
tage to  have  the  certificates  of  auditors  on  their  state- 
ments. 

The  contrast  betv/een  the  English  method  of  control 
and  the  American  is  pointed.  England  throws  the  pri- 
mary burden  of  control  on  the  stockholder  or  beneficiary, 
and  by  law  provides  the  means  necessary  to  its  enforce- 
ment. In  the  United  States  we  have  followed  the  Conti- 
nental practice.  We  have  assumed  that  the  Government 
is  the  guardian  of  the  stockholder. 

Let  us  look  more  closely  to  the  practices  of  companies 
which  have  been  made  the  subject  of  criticism  and  con- 
sider whether  or  not  these  practices  come  fairly  within  the 
purview  of  public  regulation,  or  if  so,  whether  the  public 
officer  is  the  one  to  apply  the  remedy.  The  causes  of 
complaint  may  be  summarized  as  follows :  ( i )  There 
was  no  adequate  method  whereby  the  administrative  of- 
ficers of  the  company  might  know  whether  all  of  the 
income  accruing  to  the  company  had  been  realized,  and 
consequently  no  adequate  administrative  control  over  the 
collecting  agents;  (2)  there  were  expenditures  amount- 
ing to  millions  of  dollars  per  year  over  which  the  com- 
pany itself  provided  for  no  adequate  audit,  or  effective 
accounting  control;  (3)  in  some  instances,  even  such 
audit  as  was  provided  for  by  the  company  was  from  three 
to  four  years  behind — i.  e.,  the  insurance  companies 
were  doing  just  what  the  United  States  Government 
is  doing  to-day,  viz. :  paying  claims  against  them, 
then  auditing  these  claims  later,  seeking  to  hold  the 
disbursing   officer   responsible;     (4)    as   a   result   there 
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has  accumulated  on  the  books  as  "unadmitted  items" 
hundreds  of  thousands  of  dollars,  which,  though  stated 
as  assets  under  the  head  of  "due  from  agents,"  were  lost 
to  the  company  and  thereby  were  diverted  from  possible 
use  as  dividends ;  ( 5 )  supplies  amounting  to  hundreds  of 
thousands  of  dollars  per  annum  were  purchased  at  exor- 
bitant prices,  and  in  some  instances  at  least  with  collusive 
intent;  (6)  salaries  were  arbitrarily  raised  far  above  the 
value  of  services  received;  (7)  there  were  loans  to 
friendly  interests  at  rates  below  the  market,  in  the  form 
of  call  loans  and  deposits;  (8)  there  was  subversion  of 
funds  by  agents  for  private  or  improper  purposes ;  (9) 
there  was  lack  of  co-ordination  between  different  depart- 
ments of  the  service  and  the  consequent  loss  in  adminis- 
trative efficiency;  (10)  there  was  lack  of  intelligence  on 
the  part  of  those  in  positions  of  official  responsibility  as 
well  as  on  the  part  of  the  board. 

The  present  trend  of  legislation  is  to  add  more  re- 
strictive and  mandatory  legislation  to  that  which  has 
already  proved  ineffective.  The  best  regulation  possible 
to  business  is  to  place  in  the  hands  of  parties  in  interest 
data  which  will  enable  them  intelligently  to  judge  as  to 
the  manner  in  which  the  affairs  are  being  managed.  This 
can  best  be  done  by  means  of  a  compulsory  audit  by  a 
representative  of  the  proprietors  and  beneficiaries — by 
one  who  for  purposes  of  examination  and  report  is  made 
superior  to  the  officer  and  trustee.  The  necessity  for 
making  an  audit  compulsory  is  to  insure  that  the  report 
shall  go  to  the  real  parties  in  interest  instead  of  being 
buried  in  the  archives  of  state  or  concealed  from  view  by 
the  officers  whose  acts  are  being  reported.  The  necessity 
for  making  the  auditor  civilly  and  criminally  responsible 
is  to  make  responsibility  for  an  examination  so  great  that 
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one  not  trained  to  this  character  of  advice  cannot  afford 
to  take  the  risk  of  certifying  to  statements  of  financial 
condition  and  current  operative  results.  By  requiring  an 
independent  audit  of  statements  of  affairs  under  such  pen- 
alties and  liabilities,  and  subject  to  review  by  officers  of 
state,  both  public  and  private  control  over  insurance  com- 
panies may  be  made  most  effective. 

Frederick  L.  Hoffman  :  The  address  of  Prof.  Rob- 
inson before  this  Association  marks  an  important  step 
in  the  advance  of  insurance  science  as  a  branch  of  eco- 
nomics. The  observations,  on  the  whole,  are  sound  and 
in  conformity  to  the  facts,  and  the  address  illustrates 
forcibly  the  value  of  independent  and  impartial  research 
work  in  practical  economics.  The  scientific  study  of  in- 
surance has  been  almost  completely  neglected  by  econo- 
mists, with  the  exception  of  the  valuable  monograph  of 
Mr.  Allan  H.  Willett,  and  the  occasional  discussion  of  its 
social  aspects  and  importance  by  Prof.  Ely,  of  Wisconsin. 
A  very  promising  field  lies  open  to  anyone,  but  no  more 
serious  error  could  be  made  than  to  assume  that  all  the 
knowledge  and  wisdom  respecting  the  business  is  to  be 
found  in  the  Report  of  the  New  York  State  Legislative 
Committee,  or  in  the  Report  of  the  Special  Committee  of 
the  Legislature  of  Wisconsin.  Insurance  has  a  large  lit- 
erature and  most  interesting  history,  but  few  trained 
minds  in  economics  have  given  the  matter  serious  con- 
cern, and  the  subject  awaits  the  coming  of  the  master 
mind  which  shall  successfully  differentiate  the  sound 
theory  from  the  unsound,  and  the  valuable  material  from 
the  worthless.  In  no  direction,  perhaps,  is  the  value  of 
special  research  work  on  the  part  of  trained  economists 
better  illustrated  than  in  connection  with  the  constitu- 
tional aspects  of  the  problem  of  Federal  supervision  of 
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insurance,  or  the  specific  question  whether,  under  our 
Constitution,  insurance  is  commerce  or  an  element  of 
commerce  within  the  meaning  of  the  Commerce  Clause. 
Now,  while  there  has  been  much  discussion  upon  this 
point,  there  has  been  practically  no  research  work  to 
establish  with  accuracy  the  point  of  view  of  the  early 
American  statesmen  from  a  study  of  the  works  of  Hamil- 
ton and  Wilson,  the  early  American  State  Papers,  the 
debates  of  Congress,  etc.,  not  to  speak  of  the  much-neg- 
lected field  of  the  actual  practice  of  ancient  and  modern 
commerce  and  navigation. 

Much  valuable  material  will  be  found  in  the  early 
dictionaries  of  commerce  and  dissertations  upon  the  Law 
Merchant;  maritime  law  and  custom,  and  even  interna- 
tional law,  contain  much  that  will  prove  useful  and  sug- 
gestive. In  other  words,  there  is  urgent  need  of  a  com- 
prehensive inquiry  into  our  political  and  commercial  his- 
tory, to  ascertain  whether  or  not  in  the  early  debates  and 
discussions,  insurance  has  been  considered  an  element  of 
commerce  in  the  same  sense  as  bills  of  lading  and  bills 
of  exchange.  It  is  to  be  hoped  that  some  earnest  student 
of  economics  will  take  up  this  question  and  produce  a 
work  useful  for  practical  purposes  and  an  aid  in  the  suc- 
cessful solution  of  the  pending  problems,  of  the  relation 
of  insurance  to  the  State. 

Not  much  good,  however,  is  likely  to  result  until  the 
whole  subject  of  insurance  is  included  within  the  scope 
of  university  education  and  until  the  science  of  insurance 
is  taught  in  the  same  manner  as  other  applied  sciences 
are  now  being  taught  in  our  great  institutions  of  learning. 
An  excellent  beginning  in  this  direction  has  been  made 
in  Germany  by  the  establishment  of  an  insurance  semi- 
nary at  Gottingen,  Germany,  under  Prof.  Lexis,  and  of 
an  insurance  course  in  the  Commercial  High  School  at 
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Cologne  under  Prof.  Moldenhauer.  In  so  practical  a 
country  as  America,  it  is  difficult  to  understand  why 
insurance  has  not  long  since  attained  to  the  dignity  of 
an  applied  science  and  been  taught  as  such  in  our  uni- 
versities. By  such  teaching  I  mean  more  than  the  actu- 
arial branch  of  the  business  of  life  insurance,  for  I  would 
make  the  instruction  include  every  department  of  the 
business,  or,  in  other  words,  insurance  science  in  the 
true  and  complete  sense  of  that  term.  The  division  is 
natural  into  different  sections — such  as,  first,  the  eco- 
nomics and  theory  of  risk  and  insurance;  second,  the 
history  and  literature;  third,  the  law  of  insurance,  both 
private  and  administrative,  including  State  supervision 
and  control ;  fourth,  the  mathematics  of  insurance,  or  the 
practical  application  of  the  doctrine  of  probability;  fifth, 
the  finance  of  insurance,  including  the  doctrine  of  inter- 
est; sixth,  the  administration  of  insurance  companies, 
including  the  science  of  accounting;  seventh,  insurance 
medicine,  including  hygiene  and  the  diseases  of  occupa- 
tion; eighth,  the  business  of  insurance  in  practical  life,  or 
its  social  aspect,  including  statistics,  comparative  experi- 
ence, social  utility,  etc. ;  ninth,  insurance  technology,  in- 
cluding insurance  engineering,  prevention  of  fire  waste, 
etc. 

If  some  such  comprehensive  plan  were  introduced  into 
one  or  more  of  our  leading  universities,  in  place  of  the 
present  more  or  less  inadequate  method  of  instruction, 
and  if  the  co-operation  of  the  companies  were  enlisted,  to 
secure  material  and  data,  literature  and  forms,  etc.,  the 
step  would  mark  the  beginning  of  a  new  era  and  the  result 
would  be  to  substitute  facts  and  truth  for  error  and 
guesswork,  and  the  benefit  to  society  and  the  State  would 
be  incalculable. 
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Lewis  A,  Anderson:  The  last  speaker  (Mr.  John- 
son) has  spoken  at  considerable  length  about  publicity, 
limiting"  himself,  however,  to  general  principles.  I  would 
like  to  ask  him  one  or  two  specific  questions. 

First,  would  he  be  willing  to  publish  the  dividend  fac- 
tors used  by  his  company  ? 

Second,  would  he  be  willing  to  put  into  the  policy  a 
table  showing  how  much  was  collected  to  defray  expenses 
of  management,  how  much  was  collected  for  cost  of  in- 
surance, and  how  much  was  set  aside  each  year  as  a  re- 
serve ? 

I  am  fully  aware  that  my  questions  will  meet  with  op- 
position. We  had  those  questions  discussed  at  the  meet- 
ing of  the  general  agents  in  Milwaukee  and  I  am  quite 
familiar  with  the  objections  that  have  been  made  against 
the  insertion  of  such  a  table  in  the  policy. 

I  would  like  to  say  just  another  word  since  the  Wis- 
consin Investigation  Committee  has  been  referred  to. 
There  seems  to  be  an  impression  current  in  the  East  that 
the  recommendations  of  the  Wisconsin  Committee  are 
unreasonable.  I  will  venture  to  say  that  when  the  re- 
port comes  from  the  printer  some  parts  of  it  at  least,  will 
not  appear  as  bad  as  the  rumors  that  have  been  circu- 
lated about  it.  Some  parts  may  be  worse.  I  want  to 
correct  the  statement  made  by  my  friend,  Mr.  Hoffman, 
to  the  effect  that  the  Wisconsin  Committee  rejected 
everything  recommended  by  the  Armstrong  Committee. 
The  fact  is  that  the  Wisconsin  Committee  adopted  many 
of  the  recommendations  of  the  Armstrong  Committee, 
and  of  the  Massachusetts  Committee  as  well. 

Perhaps  it  might  not  be  out  of  place  in  this  connection 
to  call  your  attention  to  the  fact  that  there  are  three  kinds 
of  insurance  investigations.  First,  there  is  the  actuarial  or 
departmental  examination  made  by  the  various  state  de- 
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partments,  which  concerns  itself  almost  wholly  with  the 
question  of  the  solvency  of  the  companies.  That  is  to 
say,  they  value  the  policies  and  appraise  the  assets.  If 
the  assets  are  sufficient  to  cover  all  the  reserve  liabilities 
and  leave  a  working  surplus,  the  company  is  given  a  clean 
bill  of  health  and  that  is  the  end  of  it. 

Second,  there  is  the  lawyers'  investigation  which  con- 
sists principally  of  calling  witnesses  to  the  stand  to  de- 
termine whether  or  not  there  have  been  any  questionable 
transactions. 

Third,  there  is  the  economic  and  social  investigation 
which  may  or  may  not  include  both  of  the  other  two.  Its 
object  is  to  determine  the  economic  and  social  efficiency 
of  insurance.  That  is,  to  determine  what  is  actually  re- 
ceived as  benefits  for  the  premiums  paid  as  well  as  to 
determine  whether  or  not  the  burdens  are  equitably  dis- 
tributed among  the  individual  members. 

The  Wisconsin  Committee  has  gone  deeper  into  the 
question  of  insurance  from  the  economic  and  social  stand- 
point than  any  other  committee  ever  did.  I  cannot  at 
this  time  discuss  in  detail  the  data  gathered  by  our  com- 
mittee, but  will  state  very  briefly  some  of  the  most  strik- 
ing results. 

First,  there  is  an  appalling  amount  of  social  waste  re- 
sulting from  the  lapsing  of  policies  before  surrender 
values  take  effect,  as  well  as  from  the  heavy  surrender 
charges  imposed  by  many  companies  when  policy-holders 
surrender  their  policies. 

Second,  the  lapses  appear  to  be  by  far  the  greatest 
among  the  small  policies  and  this  goes  to  show  that  the 
greater  part  of  this  social  waste  is  borne  by  those  who  are 
least  able  to  bear  it. 

Third,  panics  and  hard  times  have  considerable  effect 
on  the  lapses  and  surrenders,  especially  if  the  policies 
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have  been  recently  issued  when  the  financial  disturbance 
comes. 

Fourth,  quite  contrary  to  our  expectations  and  con- 
trary to  the  contentions  of  some  insurance  men,  the  an- 
nual dividend  policies  were  shown  to  be  much  more  per- 
sistent than  the  deferred  policies,  in  some  cases  the 
difference  being  over  one-third. 

Fifth,  it  appears  that  the  present  method  of  loading  the 
premium  to  defray  expenses  is  unscientific  and  grossly 
unequal  as  between  the  individual  policy-holders  having 
different  kinds  of  policies,  and  for  this  reason  the  com- 
mittee recommended  that  the  companies  be  required  to 
show,  when  the  application  is  written,  how  much  is  col- 
lected each  year  for  the  purposes  of  expense,  cost  of 
insurance,  and  reserve.  The  plan  is  entirely  feasible;  it 
is  perfectly  just,  for  it  is  publicity  of  the  most  effective 
kind. 

I  also  wish  to  say  that  I  heartily  agree  with  the  views 
expressed  in  Prof.  Robinson's  paper  in  its  advocacy  of 
federal  supervision,  because  uniformity  in  the  legal  re- 
quirements is  highly  desirable  if  not  absolutely  essential 
to  an  effective  control  of  the  business.  We  can  never  have 
uniformity  as  long  as  forty  or  fifty  states  legislate  inde- 
pendently of  each  other  to  regulate  the  same  companies. 

William  C.  Johnson  :  I  believe  it  to  be  unquestion- 
ably and  essentially  true  that  the  interests  of  the  public — 
the  policyholders  and  their  beneficiaries — will  be  best  pro- 
tected, not  through  paternalistic  interference  by  the  State 
with  the  details  of  management  which  properly  fall  within 
the  province  of  the  directors,  but  by  the  enforcement  of  an 
efficient  publicity  and  a  strict  accountability.  Supervision 
by  the  State  has  been  tried  and  found  wanting.  Although 
the  fifty  States  and  Territories   have  all   attempted   to 
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supervise  the  business  of  insurance  within  their  borders, 
and  possess  the  right  to  examine  at  will  into  the  affairs 
of  any  company  doing  business  with  their  citizens,  yet 
not  a  single  State  department  has  exercised  any  real 
supervision  or  taken  any  actual  steps  to  see  that  the  in- 
terests of  the  public  were  protected.  The  grave  evils  in 
the  conduct  of  certain  companies,  which  were  disclosed 
last  year,  did  not  become  public  through  their  discovery 
by  any  of  the  many  departments  of  State  supervision. 
State  officials  were  apparently  blind  to  conditions  the 
very  existence  of  which  was  indicated  to  any  intelligent 
observer  of  the  annual  reports  of  some  of  the  companies. 
It  was  not  until  the  evils  of  extravagance,  of  graft,  and  of 
corruption  became  so  great  that  they  gave  rise  to  spon- 
taneous combustion,  that  supervising  officials  commenced 
to  take  notice  of  the  facts.  The  interests  of  the  policy- 
holders can  never  be  adequately  safeguarded  by  a  State 
supervision  which  experience  has  proved  to  be  both  deaf, 
and  blind,  and  dumb,  which  is  sometimes  dishonest,  us- 
ually inefficient,  and  which,  even  if  conscientious,  is  lack- 
ing in  intelligent  appreciation  of  the  situation  and  of  the 
remedies  which  will  best  conserve  the  interests  of  the 
policyholders.  With  publicity  and  accountability  required 
of  all  the  companies,  the  public  will  have  from  year  to 
year  the  means  of  knowing  which  companies  are  giving 
the  best  returns  to  their  policyholders  in  the  matter  of  the 
cost  of  the  insurance  granted;  and  by  putting  the  com- 
panies in  a  position  where  through  publicity  and  compari- 
son of  results  the  meritorious  will  attract  patronage  and 
those  of  lesser  merit  repel  it,  an  automatic  method  will  be 
provided  for  checking  evil  and  for  insuring  an  honest- 
intelligent  and  conservative  management  of  all  life  insur- 
ance companies. 

The  past  half  century  in  the  insurance  business  in  this 
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country  has  been  an  era  of  freedom  zvithout  accounta- 
bility and  publicity.  It  naturally  led  to  evils  which  are 
now  familiar  to  you  all.  The  reaction  has  been  so  great 
that  the  trend  of  legislation  is  now  toward  publicity  and 
accountability,  zvithout  freedom,  i.  e.,  with  statutory  in- 
terference with  details  of  management.  The  pendulum 
is  swinging  too  far,  and  what  is  really  needed,  what  will 
best  protect  the  public  and  at  the  same  time  lead  to  the 
greatest  extension  of  the  business  along  legitimate  lines, 
is  an  era  in  which  company  managers  will  possess  the 
original  freedom,  with  the  publicity  and  accountability 
which  have  not  existed  in  the  past,  but  upon  which  the 
public  may  now  properly  insist.  The  tendency  is  to  con- 
demn freedom  and  demand  that  the  State  should  inter- 
fere, but  freedom  led  in  some  companies  to  results  to  be 
condemned  only  because  with  it  accountabiJify  and  pub- 
licity zvere  never  enforced;  and  if  the  State  will  be  wise 
enough  to  enforce  the  requirements  just  named  and  leave 
to  company  managers  the  same  freedom,  experience  will 
prove  the  soundness  of  the  practice  of  permitting  the 
directors  and  officers  to  exercise  their  initiative  in  con- 
ducting the  business  for  the  benefit  of  the  policyholders, 
and  extending  its  benefits  as  experience  may  justify.  Un- 
orthodox as  the  statement  may  seem  in  this  period  when 
we  hear  so  much  clamor  for  legislation  from  those  who 
know  so  little  about  the  business,  trained  minds,  the  intel- 
ligent insurance  men  who  for  so  many  years  have  been 
closely  devoted  to  the  study  and  the  conduct  of  the  busi- 
ness, are  keenly  interested  in  and  better  able  to  advance 
those  methods  which  will  best  conserve  the  interests  of  the 
policyholders,  than  any  other  class  in  the  community. 
The  end  to  be  sought  will  be  reached  sooner  and  more 
certainly  through  freedom  hedged  by  publicity,  than  by 
statutory  rules,  applicable  alike  to  differing  conditions 
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and  framed  by  men  whose  sole  qualifications  for  such 
work  are  usually  their  lack  of  familiarity  with  the  actual 
conduct  of  the  business  and  their  sincere  interest  in  the 
welfare  of  the  policyholder.  An  expert  has  been  defined 
as.  one  who  sees  all  sides  of  a  subject  at  one  and  the  same 
time.  The  non-expert  mind  sees  but  a  single  side,  and 
sometimes  sees  that  but  dimly.  The  situation  needs  expert 
treatment,  and  if  company  managers  rather  than  the  Sta^e 
are  left  free  to  conduct  the  business,  government  requir- 
ing only  that  it  shall  be  done  in  the  light  of  day  with  an 
annual  accounting  to  the  policyholders,  the  public  inter- 
ests will  be  best  served. 


THE  RELATION  OF  THE  PROTECTIVE  TARIFF 
TO  THE  TRUSTS. 

ALBERT  CLARKE. 

In  the  small  town  where  I  was  raised  lived  an  innocent 
old  farmer  called  Pappy  Huse.  He  was  such  a  strong 
partisan  that  he  thought  all  the  ills  that  flesh  is  heir  to 
proceeded  from  the  opposite  party.  When  the  steamer 
"Henry  Clay"  was  burned  on  the  Hudson  and  many 
lives  were  lost,  after  hearing  the  report  read  he  exclaimed, 
"Wal,  wal,  wall  What  won't  the  Whigs  do  next!"  In 
the  same  spirit,  a  few  years  since,  nearly  every  man  who 
had  become  habituated  to  thinking,  or  to  believing  with- 
out thinking,  that  the  protective  tariff  is  a  Pandora's  box 
of  evils,  readily  indorsed  the  statement  of  Mr.  H.  O. 
Havemeyer  that  "the  tariff  is  the  mother  of  trusts".  It 
is  one  of  the  ironies  of  fate  that  the  trust  of  which  he  is 
the  chief  magnate  should  be  held  up  on  this  occasion  as 
one  of  the  greatest  offenders  and  that  the  party  which 
was  elected  to  reform  such  abuses  favored  his  company 
above  all  others  in  the  United  States  Senate. 

Before  long,  however,  the  more  intellectual  of  the  op- 
ponents of  protection  began  to  realize  that  trusts  are  not 
wholly  evil  and  that  if  they  were  they  cannot  be  charged 
to  protection,  because  they  exist  equally  under  free  trade. 
Professor  W.  G.  Sumner,  of  Yale  University,  one  of  the 
most  eminent  free  trade  writers  in  this  country,  evidently 
came  to  this  conclusion  three  or  four  years  ago,  when  he 
said: 

"Trusts,  department  stores,  railroad  consolidations, 
bank  unions,  are  cases  of  a  general  development  in  the 
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mode  of  industrial  organization.  All  branches  of  industry- 
fall  into  it.  .  .  .  It  was  the  discoveries  and  inventions 
of  the  nineteenth  century,  especially  in  the  fields  of  trans- 
portation and  the  transmission  of  intelligence,  which  made 
it  possible,  and  then  profitable,  to  organize  industry  on  a 
more  comprehensive  scale." 

More  recently,  in  fact  this  very  month,  the  Honorable 
Richard  Olney,  who  was  at  different  times  Attorney- 
General  and  Secretary  of  State  in  Mr.  Cleveland's  cabi- 
net, has  made  public  his  views  upon  the  trusts  and  the 
causes  of  them  as  follows : 

"We  are  living  in  an  era  of  materialism — in  which 
physical  comfort  and  well-being,  the  acquisition  of  wealth, 
the  promotion  and  expansion  of  trade  and  commerce,  are 
of  absorbing  interest  in  all  civilized  states.  The  rivalry 
between  them  and  their  respective  peoples  is  intense,  and 
the  United  States  and  the  American  people  join  in  it  with 
a  keenness  and  fervor  not  exceeded  in  any  quarter. 
Among  the  weapons  which  the  industrial  competition  has 
developed  is  what  is  popularly  known  as  the  "trust".  It 
is  a  weapon  of  great  potency,  since  in  its  essence  and  final 
analysis  it  is  such  a  concentration  of  capital  upon  an 
industry  as  minimizes,  or  tends  to  minimize,  the  cost  of 
production.  Its  merits  in  that  respect  are  indubitable.  In 
the  industrial  race  for  the  control  of  the  markets  of  the 
world  it  is  difficult  to  conceive  of  any  more  important 
factor  than  cheapness  of  production  of  the  commodities 
that  are  the  subjects  of  traffic.  The  'trust'  has  the  fur- 
ther merit — one  of  great  importance  to  the  wage-earner — 
that  it  tends  to  make  work  and  wages  steadier  and  less 
liable  to  wide  and  sudden  fluctuations  than  is  possible 
under  any  other  conditions.  It  should  be  added  that  the 
'trust'  has  earned  the  right  to  be  regarded  as  an  economic 
evolution.  That  it  is  such  there  could  be  no  stronger 
proof  than  that  the  'trust'  not  only  continues  to  exist,  but 
to  actually  grow  and  flourish.  It  has  encountered  such 
a  degree  of  popular  prejudice,  has  been  so  bitterly  con- 
demned by  the  press  and  from  the  platform,  has  been  such 
a   favorite  theme   for   denunciation   by   political    dema- 
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gogues,  and  has  been  so  unrelentingly  harried  by  legisla- 
tures and  by  courts,  that  its  unimpaired  and  even  in- 
creased vitality  must  be  deemed  to  be  another  signal  in- 
stance of  the  ineffectiveness  of  artificial  restraints  when 
opposed  to  the  operation  of  natural  laws." 

It  will  be  observed  that  neither  of  these  illustrious  op- 
ponents of  protection  speaks  of  it  as  bearing  any  relation 
to  trusts,  except  that  Professor  Sumner  says,  after  the 
words  quoted,  that  if  a  trust  becomes  a  monopoly,  protec- 
tion may  aggravate  it,  which  I  am  not  disposed  to  deny 
while  the  monopoly  continues.  But  one  great  object  and 
effect  of  protection  is  to  promote  domestic  competition. 
No  sooner  does  a  business  become  very  profitable  than  it 
invites  competition.  There  are  men  and  capital  enough 
for  opportunities  that  look  promising.  Theoretically,  free 
trade  would  seem  to  offer  more  competition  than  protec- 
tion, but  practically  it  sometimes  destroys  a  domestic  in- 
dustry by  giving  a  foreign  combination,  which  employs 
cheaper  labor,  or  is  aided  by  bounties  or  favored  freight 
rates  on  exports,  the  trade  which  protection  would  reserve 
for  the  people  of  its  own  country.  Thus  British  agricul- 
ture has  been  sacrificed  to  British  manufactures,  and  now 
manufactures  are  suffering  from  similar  foreign  aggres- 
sion. The  literature  of  the  present  tariff  reform  move- 
ment, known  as  the  Chamberlain  policy,  abounds  in 
proofs  of  the  destruction  of  British  industries  by  the 
policy  of  free  imports. 

On  the  contrary,  the  United  States,  Germany,  and 
France  are  conspicuous  examples  of  the  preservation,  the 
growth,  and  the  diversification  of  industries  under  the 
policy  of  protection.  When  companies  began  to  consoli- 
date the  fear  of  monopoly  led  many  hastily  to  conclude 
that  foreign  competition  would  become  necessary  to  save 
the  people  from  excessive  prices,  but  the  rapid  growth  of 
domestic    competition    soon    relieved    their    anxiety,     A 
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prominent  illustration  is  found  in  the  iron  and  steel  trade. 
Not  only  did  numerous  large  establishments  fail  to  join 
the  United  States  Steel  Corporation,  but  they  have  en- 
larged their  works,  some  of  them  have  formed  new  com- 
binations for  greater  strength  and  economy,  and  every 
year  lengthens  the  list  of  new  and  independent  concerns. 
The  representatives  of  some  of  them  have  appealed  to  the 
Government  not  to  reduce  protection,  for  while  the  trusts 
might  possibly  endure,  the  domestic  competitors  of  the 
trusts  would  be  ground  to  powder.  Since  the  tariff  can- 
not discriminate  between  large  and  small  concerns,  it 
cannot  be  used  as  a  corrective  of  trusts  without  destroying 
the  best  corrective,  domestic  competition.  It  is  not  appar- 
ent what  consumers  would  gain  by  playing  into  the  hands 
of  foreign  trusts  in  order  to  curb  or  punish  or  destroy 
the  trusts  at  home. 

For  be  it  known  that  there  are  trusts  all  over  Europe, 
some  of  them  longer  established  than  those  in  this  coun- 
try, and  others  of  an  international  character,  formed  to 
maintain  prices  and  apportion  traffic  and  to  share  the 
losses  resulting  from  efforts  to  capture  foreign  markets. 
In  1 90 1  the  Industrial  Commission  sent  Professor  Jere- 
miah W.  Jenks,  of  Cornell  University,  now  the  distin- 
guished president  of  this  Association,  to  Europe  for  the 
purpose  of  making  a  study  of  the  various  industrial  com- 
binations there,  and  his  report,  which  constitutes  volume 
eighteen  of  the  Commission's  reports,  presents  a  mass  of 
information  not  elsewhere  obtainable  and  which  I  believe 
no  economist  or  statesman  can  read  thoroughly  without 
coming  to  the  conclusion,  not  only  that  trusts  are  not 
caused  by  protection,  but  that  they  are  liable  to  destroy 
the  industries  of  any  country  which  does  not  maintain  an 
adequate  protective  tariff.  Among  his  conclusions  were 
these : 
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"There  is  little  or  no  belief  that  the  protective  tariff  is 
responsible  for  their  existence.  It  is  known  that  they  at 
times  use  the  tariff  to  keep  their  prices  higher  than  would 
otherwise  be  possible,  and  that  their  export  prices  are 
often  lower  than  their  home  prices.  The  tariff  should  be 
guarded  so  as  to  prevent  serious  abuses,  but  there  is  prac- 
tically no  thought  of  its  abolition. 

"As  in  the  United  States  so  in  Europe  complaints  are 
frequently  heard  that  the  combinations  sell  for  export  at 
rates  lower  than  domestic  prices.  The  combinations  do 
not  deny  the  charge.  They  claim  that  they  must  do  so 
if  they  are  to  export  at  all,  and  that  the  export  business  is 
necessary  to  keep  their  works  running  full  time  and  their 
laborers  employed.  When  their  governments  grant  ex- 
port bounties  and  the  government  railroads  grant  special 
low  rates  on  export  goods,  as  appears  fully  in  the  chapters 
on  Austria  and  Germany,  we  might  expect  that  they 
would  make  no  effort  to  conceal  their  low  export  prices. 
Indeed,  some  of  the  combinations  themselves  give  prem- 
iums on  their  goods  exported." 

What  lines  of  fustian  soldiers  go  down  before  the  light 
of  this  knowledge !  No  longer  can  a  man  who  would 
enjoy  a  reputation  for  intelligence  and  candor  claim  that 
our  American  tariffs  are  responsible  for  trusts.  No 
longer  can  protective  duties  be  charged  with  exploiting 
home  consumers  for  the  benefit  of  foreign  consumers. 
No  longer  can  any  patriotic  citizen  wish  to  leave  un- 
guarded the  industries,  great  and  small,  of  his  own  coun- 
try, when  they  are  threatened  with  ruin  by  powerful 
combinations  abroad,  aided  by  their  governments  to  make 
hostile  incursions  into  the  markets  of  nations  with  which 
they  are  at  peace.  No  longer  can  even  the  occasional  but 
rare  abuses  of  privilege  and  power  under  protection  be 
considered  as  sufficient  cause  for  its  repeal,  especially 
when  other  and  better  remedies  are  now  being  enforced, 
and  more  especially  when  such  repeal  would  invoke  a 


The  Tariff  and  the  Trusts  209 

train  of  greater  foreign  evils  which  would  be  entirely 
beyond  our  control. 

The  practice  of  selling  abroad  at  lower  prices  than  are 
made  at  home  is  as  old  as  commerce.  A  British  royal 
commission  reported  upon  it  and  justified  it  to  Parliament 
within  two  or  three  years  after  that  country  had  entered 
upon  full  free  trade.  In  the  U.  S.  Consular  Reports  of 
September,  1904,  Consul  Samuel  M.  Taylor,  writing 
from  Glasgow,  says :  "Manufactured  steel  for  export  is 
sold  at  from  5  to  10  per  cent,  less  than  for  domestic  use, 
and  even  at  a  greater  reduction.  ...  In  Scotland  a 
combination  at  present  exists  which  fixes  the  price  of  steel 
plates  for  the  whole  of  Scotland,  but  gives  the  members 
of  the  combination  power  to  sell  in  other  districts  than 
Scotland  at  whatever  prices  they  choose."  Consul  Rufus 
Fleming,  stationed  at  Edinburgh,  reports  the  managing 
director  of  an  English  metal  working  company  as  saying : 
"It  is  the  policy  of  British  manufacturers  to  maintain 
prices  in  the  home  market  at  the  highest  possible  level  and 
to  make  whatever  concessions  may  be  necessary  in  for- 
eign markets."  He  also  reports  the  British  maker  of  an 
important  machine  as  saying  to  him  that  he  "quotes  the 
machine  to  customers  in  Belgium  and  one  or  two  other 
countries  on  the  Continent  at  15  per  cent,  less  than  the 
price  made  to  the  British."  Moreover,  he  reports  that  he 
has  "seen  invoices  of  a  British  firm  of  steel  wire  manu- 
facturers to  German  buyers,  in  which  the  prices  were 
fully  20^  per  cent,  lower  than  the  prices  quoted  to  home 
consumers".  Furthermore,  he  reports  a  well-known  Eng- 
lish writer  on  economic  subjects,  of  the  Manchester 
school,  as  saying  to  him  that  "the  British  manufacturer 
recognizes  the  inadvisability  of  flooding  his  own  markets 
with  cheap  commodities,  which  they  will  require  time  to 
digest,  thus  deferring  the  period  when  he  can  supply  them 
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again  profitably,  and  therefore  he  sells  the  surplus  to  for- 
eign countries  at  a  loss."  He  added  that  "there  is  scarcely 
a  tariff  wall  in  existence  that  the  British  manufacturer 
will  not  climb  over  at  such  times". 

The  same  reports  contain  much  other  evidence  of  the 
same  purport,  but  I  have  no  time  to  quote  further.  The 
conclusion  from  this  evidence  that  every  unprejudiced 
mind  must  draw  is  that  the  practices  which  have  been  held 
up  to  an  indignant  public  in  this  country  as  due  to  pro- 
tection are  and  long  have  been  common  under  free  trade 
in  Great  Britain  and  are  there  justified  by  the  champions 
of  that  school.  If  our  own  teachers  of  economics  will 
be  a  little  more  American  they  will  save  many  an  honest 
voter  who  has  less  time  and  opportunity  for  profound 
study  from  coming  to  conclusions  which  will  miss  the 
true  remedies  for  abuses  and  endanger  their  country's 
prosperity,  by  exposing  it  to  the  rapacity  of  "special  in- 
terests" abroad  which  are  ever  on  the  alert  to  pluck  our 
fruits. 

In  conclusion  I  would  state  a  few  facts  which  are  often 
ignored  but  cannot  be  successfully  disputed :  ( i )  It  is  no 
part  of  the  purpose  of  protection  to  promote  monopoly, 
but  one  of  its  greatest  effects  is  to  promote  domestic  com- 
petition. (2)  There  is  no  protected  monopoly  in  this 
country  unless  it  is  an  international  trust,  and  such  a  trust 
can  be  broken  or  regulated  by  the  enforcement  of  the  anti- 
trust laws.  (3)  High  prices  are  not  caused  by  duties,  but 
by  the  law  of  demand  and  supply.  The  present  prices  of 
lumber  have  outrun  the  duties  by  several  hundred  per 
cent.,  but  repealing  the  duty  would  not  reduce  the  price; 
it  would  only  take  revenue  from  our  treasury  and  put  it 
in  the  pockets  of  Canadian  mill  owners.  (4)  Protection 
existed  here  a  century  before  any  trusts  were  formed,  and 
they  were  first  formed  abroad,  where  two  of  their  chief 
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objects  are  to  maintain  prices  at  home  and  to  invade  for- 
eign countries  and  break  down  their  industries.  (5)  Pro- 
tection is  not  responsible  for  inequahties  of  condition,  for 
under  it  our  country  shows  the  greatest  distribution  of 
wealth  ever  seen.  There  may  be  abuses  of  it,  but  so  there 
are  of  everything.  Annually  some  10,000  people  are 
killed  and  85,000  injured  on  the  railroads,  but  nobody 
thinks  of  abolishing  the  railroads,  although  in  many  cases 
they  are  at  fault.  (6)  With  every  country  but  one  pro- 
tecting its  markets  against  our  products,  with  combina- 
tions everywhere  seeking  to  exploit  us,  with  powerful  gov- 
ernments aiding  them  by  export  bounties  and  low  freight 
rates,  with  labor  paid  here  from  two  to  six  times  the 
wages  paid  in  competing  countries,  with  ocean  freight 
rates  now  so  much  reduced  that  they  no  longer  afford 
much  protection,  and  with  the  same  evils  of  combination 
under  free  trade  that  are  so  much  complained  of  under 
protection,  where  is  the  economist  who  would  advise 
throwing  down  or  much  reducing  our  tariff  walls  and 
exposing  our  country  to  the  scrambles  of  what  Thomas 
B.  Reed  called  "a  beaten  world"  ? 


THE  RELATION  OF  THE  PROTECTIVE  TARIFF 
TO  THE  TRUSTS. 

BYRON  W.   HOLT. 

The  one  essential  element  of  a  trust  is  a  monopoly. 
We  cannot  have  a  trust  without  some  kind  of  a  monopoly. 
Neither  a  combination,  nor  a  chain  of  department  stores, 
no  matter  how  big,  can  ever  become  a  trust,  unless  they 
have  special  privileges  and  enjoy  some  form  of  monopoly. 

Monopoly,  then,  is  the  mother  of  all  trusts,  though  not 
all  monopoly  combinations  are  trusts. 

While  the  tariff  is  only  one  of  several  monopoly-pro- 
ducing factors,  yet  it  is  to-day,  in  this  country,  by  far  the 
most  important  factor  in  producing  the  hundreds  and 
thousands  of  industrial  combinations  popularly  called 
trusts. 

While  other  special  privileges,  such  as  patents,  trade- 
marks, etc.,  might,  in  some  instances,  have  resulted  in 
trusts,  yet  it  is  reasonably  certain  that  even  this  class  of 
trusts  is  to-day  more  numerous  and  stronger  because  of 
the  tariff.  The  tariff  has  also  greatly  strengthened  many 
of  our  natural  monopoly  trusts,  such  as  those  of  iron  ore, 
coal,  lead,  borax,  etc.  Many  of  these  trusts  would  never 
have  been  born  had  not  there  been  a  tariff  to  prohibit  the 
importation  of  the  products  of  foreign  mines,  except  at 
artificially  high  prices.  Not  only  is  the  tariff  the  most 
conspicuous,  if  not  the  greatest,  special  privilege  in  this 
country,  and  not  only  does  it  result  directly  in  producing 
more  trusts  than  all  of  the  other  factors  combined,  but 
indirectly,  it  is  largely  responsible  for  much  of  the  evW  ui 
the  trusts  of  which  it  is  not  the  primary  cause. 
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All  things  considered,  it  would  appear  that  Mr.  H.  O. 
Havemeyer,  the  president  of  the  Sugar  Trust,  was  not 
far  from  the  truth  when,  in  1899,  he  told  the  Industrial 
Commission  that  "The  mother  of  all  trusts  is  the  customs 
tariff  bill".  We  should  not,  however,  fail  to  note  the 
qualifications  which  he  stated : 

"The  existing  bill  and  the  preceding  ones  have  been 
the  occasion  of  the  formation  of  all  the  large  trusts  with 
very  few  exceptions,  inasmuch  as  they  provide  for  an 
inordinate  protection  to  all  the  interests  of  the  country, 
sugar  refining  excepted.  Economic  advantages  incident 
to  the  consolidation  of  large  interests  in  the  same  line  of 
business  are  a  great  incentive  to  their  formation,  but  these 
bear  a  very  insignificant  proportion  to  the  advantages 
granted  in  the  way  of  protection  under  the  customs 
tarifif." 

I  do  not  know  that  I  can  state  any  more  clearly  and 
concisely  than  did  Mr.  Havemeyer  some  other  general 
truths  which  have  not,  as  yet,  received  proper  considera- 
tion by  the  public : 

"The  tarifT  bill  clutches  the  people  by  the  throat,  and 
then  the  governors  and  attorneys-general  of  the  several 
States  take  action,  not  against  the  cause,  but  against  the 
machinery  which  the  people  employ  to  rifle  the  public's 
pockets.    ..." 

"I  repeat  that  all  this  agitation  is  against  merely  the 
business  machinery  employed  to  take  from  the  public 
what  the  Government  in  its  tariff  laws  says  it  is  proper 
and  suitable  they  should  have.  It  is  the  Government, 
through  its  tariff  laws,  which  plunders  the  people,  and  the 
trusts,  etc.,  are  merely  the  machinery  for  doing  it." 

It  ought  not  to  be  necessary  for  me  to  waste  a  minute 
of  my  time  trying  to  explain  to  the  members  of  the  Amer- 
ican Economic  Association  how  a  tariff,  by  restricting  the 
field  of  competition,  encourages  and  promotes  industrial 
combinations  and  how  it,  after  they  are  formed,  fosters 
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and  protects  them  and  enables  them  to  control  prices 
within  certain  limits.  Such  a  primary  economic  fact 
should  appear  as  an  axiom  to  educated  and  logical  minds. 
However,  as  I  do  not  wish  to  beg  the  question,  and  as 
some  educated  and  apparently  logical  minds  not  only  do 
not  accept  this  fundamental  fact  as  an  axiom,  but  dispute 
its  truthfulness,  it  is  necessary  for  me  to  waste  a  few 
moments  of  your  time  in  kindergarten  economics. 

Is  it  not  obvious  that  it  is  easier  to  form  a  national 
than  an  international  trust?  To  form  a  state  than  an 
interstate  trust?  Other  things  being  equal,  the  smaller 
the  territory  circumscribed  by  a  tariff  that  shuts  off  out- 
side competition,  the  more  likely  it  is  that  the  competitors 
inside  of  the  tariff  wall  will  get  together  to  regulate 
prices.  With  nine-tenths  of  the  possible  competition  ex- 
cluded by  a  tariff  it  is  compartively  easy  to  stop  competi- 
tion on  the  part  of  the  remaining  tenth  of  the  competitors. 
To  illustrate : 

The  manufacturers  of  print  goods  in  the  United  States 
have  not,  as  yet,  either  by  agreement  or  by  uniting  into 
one  great  corporation,  been  able  to  prevent  competition 
among  themselves  and  to  put  up  prices  to  the  limit  of 
the  duty-paid  price  of  imported  prints.  Suppose,  how- 
ever, that  the  old  fogies  who  made  our  constitution  had 
learned  our  modern  methods  of  taxing  ourselves  into 
prosperity  and  had  refused  to  prohibit  the  states  from 
enjoying  to  the  fullest  the  blessings  of  high  tariff  and 
high  prices.  Suppose,  also,  that  this  little  state  of  Rhode 
Island  now  had  a  Dingley  tariff  around  it,  would  your 
manufacturers  waste  many  days  in  getting  together  to 
compel  your  citizens  to  pay  higher  prices  for  their  print 
goods  ?  Would  not  the  vote  for  a  state  tariff  be  equiva- 
lent to  an  invitation  to  the  manufacturers  to  charge  higher 
prices  for  their  goods?     Would  there  be  any  sense  in  a 
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protective  tariff  unless  it  were  to  keep  out  cheap  foreign 
goods  and  to  permit  domestic  manufacturers  to  get  higher 
prices?  Could  you  blame  your  manufacturers  of  cotton 
goods  if  they  formed  trusts  and  sold  their  goods  in  your 
little,  exclusive,  protected  state  for  real  "Rhode  Island" 
prices,  while  continuing  to  sell  in  other  states  at  just 
plain  "American  prices"  ? 

Would  you  not  expect  your  manufacturers  of  woolens, 
of  electrical  goods,  of  steam  engines,  of  locomotives,  of 
automobiles,  of  soap,  and  of  hundreds  of  other  articles 
and  goods  to  imitate  our  steel,  sugar,  lead,  and  other  trusts, 
and  form  combinations  with  two  catalogues  and  price 
lists — one  for  the  home  market  (Rhode  Island)  and  the 
other  for  export?  You  could  then  have  your  own  steel 
and  sugar  and  glass  and  leather  trusts.  Think  of  the  joy 
of  eating  Rhode  Island  sugar,  of  looking  through  Rhode 
Island  window-glass,  of  riding  over  Rhode  Island  steel 
rails  and  of  sleeping  under  roofs  covered  with  Rhode 
Island  tin  plate !  You  could  have  Rhode  Island  oranges 
and  bananas,  too,  if  you  would  put  duties  high  enough 
and  were  willing  to  pay  the  prices.  It  is  all  wrong,  any- 
how, for  good  protectionists  to  eat  pauper  sugar,  oranges 
and  bananas  from  Louisiana,  Florida,  and  Porto  Rico. 
Think  of  the  great  home  markets  you  would  have  if  you 
had  plenty  of  protection  and  imported  no  goods  from 
anywhere !  All  of  these  and  many  other  accompaniments 
of  protection  would  now  be  in  reach  of  the  citizens  of 
Rhode  Island,  but  for  that  awful  blunder  of  our  consti- 
tution makers. 

Possibly  in  such  a  small  protected  area,  even  the  pro- 
ducers of  eggs  and  honey  might  conclude  that  they  were 
foolish  to  let  the  tariff  duties  go  to  waste  and  would 
form  trusts  to  reap  the  tariff  benefits  patriotically  voted 
to  them.     Think  what  a  cackling  and  buzzing  you  could 
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have  in  your  little  protected  paradise  if  you  could  and 
would  put  a  duty  of  25  cents  a  dozen  on  eggs  and  25 
cents  a  pound  on  honey ! 

Of  course,  such  duties  would  increase  the  cost  of  living 
and  would  make  it  advisable  for  the  employees  in  your 
factories  to  form  unions  and  to  demand  "Rhode  Island" 
wages.  They  could  not  be  expected  to  pay  "Rhode 
Island"  prices  and  work  for  the  pauper  wages  of  Massa- 
chusetts and  Connecticut.  Surely  not!  They  would,  by 
striking  and  threatening  to  strike,  get  slightly  higher 
money  wages  than  were  paid  in  Connecticut  and  other 
states,  but  not  enough  to  fully  offset  the  higher  cost  of 
living  in  little  Rhode  Island.  Nevertheless,  they  might 
feel  so  well  satisfied  with  protection  that  they  would  have 
a  mortal  fear  of  what  might  happen  if  they  should  vote 
for  free  trade  with  other  states.  Your  manufacturers, 
and  probably  your  farmers  also,  would  get  real  protec- 
tion on  their  products ;  your  wage-earners  would  get  im- 
aginary protection;  your  consumers,  that  is  all  of  your 
citizens,  would  foot  the  tariff  bills. 

Of  course,  your  wage-earners  would  always  be  ex- 
pected to  believe  that  a  tariff  on  goods — what  they  have 
to  buy — would  protect  labor — what  they  have  to  sell.  It 
would  never  occur  to  them  that  with  labor  free  to  go  in 
and  out  of  Rhode  Island,  wages,  real  wages,  could  not 
average  higher  inside  than  outside  the  state.  Nor  would 
it  ever  occur  to  them  that  the  way  to  protect  labor  would 
be  to  put  an  import  tax,  of  say,  $1,000  per  head,  on  all 
immigrants  from  other  states  and  other  countries.  Your 
protected  manufacturers  could  be  counted  upon  to  keep 
up  the  delusion  by  continually  preaching  that  the  bless- 
ings of  protection  were  all-pervasive  and  that,  though 
they  were  the  first  beneficiaries  of  higher  prices  for  goods, 
yet  that,  through  higher  wages  and  better  home  markets. 
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the  benefits  were  finally  distributed  to  all.  The  system 
would,  of  course,  be  beneficent  and,  like  the  Dingley  bill, 
would  soon  be  considered  the  most  perfect  ever  devised. 
Anyone  who  would  threaten  to  lower  the  duties  on  any 
protected  product  would  be  an  enemy  and  a  traitor. 
That's  the  way  the  game  is  played  in  this  country.  With 
variations,  that's  the  way  it's  played  in  Canada,  Germany, 
France,  Austria,  Italy,  and  Russia.  The  variations  are 
due  largely  to  different  industrial  conditions.  For  ex- 
ample, the  protectionists  of  France,  Italy,  Austria,  and 
Russia  do  not  try  to  frighten  the  voters  by  the  danger  of 
being  flooded  by  cheap  goods  made  by  the  pauper  labor  of 
England  and  the  United  States.  These  protected  conti- 
nental European  countries  are  in  the  pauper-labor  busi- 
ness themselves. 

The  tariff  breeds  trusts  as  naturally  as  a  Jersey  swamp 
breeds  mosquitoes.  To  increase  protection  to  industries 
perfectly  capable  of  standing  alone  and  competing  with 
the  world,  as  was  done  by  the  McKinley  and  Dingley 
bills,  is  to  invite  the  formation  of  gigantic  industrial  com- 
binations to  put  up  prices.  It  is  not  strange  then  that  the 
era  of  trusts  began  with  the  passage  of  the  McKinley  act 
and  was  continued,  after  three  years  partial  interruption, 
under  the  Dingley  act. 

Of  the  318  active  industrial  combinations  mentioned  in 
Mr.  John  Moody's  "The  Truth  About  the  Trusts",  pub- 
lished in  1904,  only  80  were  in  existence  previous  to  the 
passage  of  the  Dingley  bill  in  1897.  The  238  trusts 
formed  during  the  first  six  years  of  the  Dingley  law  rep- 
resented five-sixths  of  the  total  capitalization  of  all  of  the 
318  trusts  mentioned.  Of  these  318  trusts  there  are 
probably  not  20  that  are  not  protected  and  that  do  not 
receive  benefits  from  tariff  duties.  It  is  not  unlikely, 
though,  that  some  of  them  are  injured  as  much  by  other 
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protected  trusts  as  they  are  benefited  by  duties  on  their 
own  products.  It  is,  however,  easier  for  them  to  see  the 
direct  benefits  than  the  indirect  losses. 

Of  course,  this  list  of  318  trusts  is  very  incomplete.  It 
includes  only  some  of  the  larger  and  more  conspicuous 
of  the  incorporated  industrial  combinations.  It  does  not 
include  the  hundreds  of  agreements  between  the  manu- 
facturers of  steel  products,  implements  and  tools  and  other 
hardwares,  chemicals,  drugs,  medicines,  etc.  These  range 
all  the  way  from  steel  rails  to  baby  food,  in  both  of  which 
products  there  are  more  effective  trusts,  so  far  as  con- 
sumers are  concerned,  than  there  are  in  sugar  or  beef. 

If  time  permitted,  I  should  like  to  trace  the  origin  and 
growth  of  many  of  the  leading  trusts  in  a  way  to  show 
the  tariff  connection.  In  my  limited  time  I  can  barely 
suggest  the  relation  of  the  tariff  to  two  or  three  trusts. 
I  will  take  the  steel  and  borax  as  typical  instances  of 
tariff  trusts. 

Both  as  to  capital  and  earnings,  the  steel  trust  is  easily 
the  most  colossal  corporation  on  earth.  It  is  a  holding 
rather  than  an  operating  company,  and  was  formed  with 
the  intent,  effect,  power,  and  tendency  to  restrain  and 
suppress  competition  and  create  a  monopoly.  It  is  clearly 
illegal  under  the  Sherman  anti-trust  law  and  under  the 
laws  of  several  states  in  which  it  does  business,  as  has 
been  shown  by  Professor  H.  L.  Wilgus.  It  is  a  trust  in 
the  original  sense  of  the  word,  because  it  holds,  as  a  trus- 
tee, the  shares  of  the  various  constituent  companies  and 
votes  for  directors  of  these  companies.  Its  net  earnings 
this  year  will  be  about  $150,000,000.  From  its  reports, 
it  is  impossible  to  tell  the  amount  of  its  sales.  The  1905 
report  gave  the  "gross  sales  and  earnings"  as  $585,331,- 
736.  The  total  number  of  tons  of  "rolled  and  other 
finished  products"  sold  was  9,226,386.     Allowing  $35,- 
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000,000 — a  liberal  estimate — for  all  earnings  and  sales 
outside  of  those  on  rolled  and  finished  products,  it  would 
appear  that  9,200,000  tons  of  steel  products  sold  for 
$550,000,000,  or  an  average  of  $60  a  ton.  But  this  is 
an  absurdly  high  price.  It  is  probable  that  the  average 
selling  price  did  not  exceed  $40  a  ton,  or  $370,000,000, 
All  other  sales  above  this  amount,  except  possibly  the 
$35,000,000  mentioned,  v^ere  sales  between  the  constit- 
uent companies  of  the  trust.  The  first  annual  report, 
made  in  1902,  specifically  stated  that  the  gross  sales 
(then  $560,510,479)  included  "sales  between  the  com- 
panies". 

It  is  evident,  then,  that  the  total  gross  sales  and  earn- 
ings in  1905  were  only  $400,000,000.  As  the  net  profit 
was  close  to  $120,000,000,  the  total  cost  of  the  goods  sold, 
including  all  manufacturing  and  selling  expenses,  was 
about  $280,000,000.  This  means  that  the  net  profits  were 
over  40  per  cent,  of  the  cost  of  the  goods  sold. 

Estimated  in  the  same  way,  it  is  probable  that  this 
year's  actual  gross  sales — to  the  outside  world — will  not 
much  exceed  $450,000,000  and  the  total  cost  of  all  goods 
and  services  sold  may  not  exceed  $300,000,000.  The  net 
profits,  then,  may  be  50  per  cent,  of  the  selling  price  of 
the  goods.  As  50  per  cent,  profits  would  look  bad  in  the 
report  of  a  protected  corporation  that  is  the  recipient  of 
tariff  favors,  it  is  wisely  deemed  best  to  disguise  the  rate 
of  profits  from  the  tax-paying  people.  This  is  done  by 
juggling  the  gross  sales. 

It  is  difficult  to  estimate  the  tariff  bonus  of  this  giant 
"infant".  A  somewhat  careful  estimate  for  the  years 
1902  and  1903  indicated  tariff  profits  of  $75,000,000  a 
year  with  total  net  earnings  of  about  $120,000,000. 
These  estimates  were  made  mainly  by  taking  the  differ- 
ences between  the  export  and  domestic  prices  of  the  va- 
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rious  goods  and  products  sold  and  by  multiplying  these 
differences  by  the  amount  of  products  sold  in  the  home 
market.  It  is  a  safe  assumption,  based  on  many  known 
facts,  that  all  important  iron  and  steel  products  are  made 
more  cheaply  in  this  than  in  any  other  country,  and  that 
all  of  the  difference  between  foreign  and  domestic  prices 
— at  least  up  to  the  amount  of  the  import  duties — can  be 
credited  to  the  tariff.  In  past  years,  this  difference  has 
averaged  $io  or  $12  a  ton.  This  year,  because  of  much 
higher  prices  abroad,  the  average  difference  will,  per- 
haps, not  exceed  $5  or  $6  a  ton.  That  is,  it  will  amount 
to  between  $50,000,000  and  $70,000,000  on  the  products 
sold  at  home  by  the  steel  trust.  During  the  past  two  or 
three  months  the  prices  of  some  kinds  of  steel  have  been 
as  high  abroad  as  in  this  country.  At  all  times,  however, 
there  has  been  a  wide  difference  on  some  goods.  Thus, 
the  present  export  price  of  wire  nails  is  $1.55  against  a 
home  price  of  $2,  a  difference  of  45  cents  a  hundred 
or  of  $10  a  long  ton. 

How  superfluous  is  the  duty  of  $11.20  to  $22.40  per 
ton  on  wire  and  wire  nails  is  evident  from  the  testimony 
of  Mr.  John  W.  Gates  before  the  Industrial  Commission 
in  1899.  He  stated  that  his  company  then  exported  700 
tons  of  wire  a  day  and  that  it  furnished  England  with 
60  per  cent,  of  her  supply.  He  said  it  was  necessary  to 
sell  goods  lower  to  foreigners  in  order  "to  hold  outside 
trade". 

There  was  no  sound  reason,  even  from  the  infant- 
industry  theory  of  protection,  for  any  tariff  on  iron  and 
steel,  when  the  Dingley  bill,  in  1897,  increased  the  duties 
on  iron  and  steel  goods.  Every  bit  of  tariff  put  on  or 
left  on  these  goods  came  as  a  gratuity  to  our  steel  manu- 
facturers, a  premium  to  all  who  had  sense  enough  to 
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stop  foolish  competition  and  support  prices  inside  the 
high  tariff  walls. 

The  manufacturers  were  not  long  in  accepting  the 
tariff  offer.  They  quickly  began  to  form  trusts  and  put 
up  prices.  The  little  trusts  were  formed  into  bigger  ones ; 
these  bigger  ones  were  gathered  into  still  bigger  ones, 
and,  finally,  into  the  nearly  two-billion-dollar  colossus 
that  is  to-day  the  greatest  dictator  and  the  greatest  beggar 
at  Washington.  That  is,  this  trust  is  both  a  prince  and  a 
pauper,  instead  of  "either  a  prince  or  a  pauper",  as  Mr. 
Carnegie  has  said  of  the  iron  and  steel  industry. 

The  process  of  amalgamation  and  concentration  is  still 
proceeding  rapidly  under  the  sheltering  wings  of  the  tar- 
iff. Mr.  J.  J.  Hill  probably  obtained  several  times  as 
much  for  his  iron  ore  as  he  would  have  obtained  if  there 
had  been  no  tariff  on  iron  and  steel.  He  is  now  cutting 
tariff  melons.  He  saw  a  tariff  storm  coming  and  was 
wise  enough  to  gather  his  crop  of  melons  before  the  rain 
began  to  fall  and  the  flood  was  upon  them.  His  only 
mistake  was  in  agreeing  to  pay  the  taxes  on  the  ore  lands. 

How  quickly  the  "rush  to  industrial  monopoly"  began, 
after  the  passage  of  the  Dingley  bill,  is  evident  from  the 
fact  that  all  of  the  ten  important  manufacturing  concerns 
that  have  been  absorbed  by  the  steel  trust  were  incor- 
porated in  the  years  1898,  1899,  and  1900.  In  fact,  one 
of  them,  the  American  Steel  and  Wire  Company,  was 
incorporated  twice — once  in  1898  and  again  in  1899.  The 
1898  corporation  had  $24,000,000  and  the  1899  corpora- 
tion had  $90,000,000  of  capital.  The  actual  capital  in- 
vested was  probably  between  $30,000,000  and  $50,000,- 
000. 

How  quickly  the  trusts  began  to  put  up  prices  is  shown 
by  the  quotations  of  steel  and  wire  products.  For  ex- 
ample, the  base  price  of  wire  nails,  which  was  $1.35  in 
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July,  1897,  just  before  the  Dingley  act  passed,  rose  to 
$1.57  in  February,  1898,  after  which  it  decHned  some- 
what while  the  bigger  trust  of  January,  1899,  was  form- 
ing. The  price  rose  from  $1.59  in  January  to  $3.53  in 
December,  1899.  That  is,  under  the  "economies"  of  pro- 
duction on  a  larger  scale,  prices  more  than  doubled  in  one 
year  and  nearl}^  trebled  in  two  years. 

The  tin  plate  trust  had  a  similar  experience  to  that  of 
the  steel  and  wire  trust.  When  the  American  Tin  Plate 
Company  was  formed,  in  November,  1898,  American  tin 
plate  was  selling  at  $2.80  a  box,  or  within  one-fifth  of 
a  cent  per  pound  of  the  in-bond  price  of  English  tin  plate. 
The  promoters  estimated  that  there  was  then  a  profit  of 
35  cents  per  box  on  7,633,556  boxes  per  year,  or  $2,671,- 
754.  Under  the  new  arrangement  expenses  were  to  be 
reduced  $1,000,000.  Perhaps  such  a  reduction  occurred. 
If  so,  it  did  not  show  in  the  prices  of  tin  plate,  which  rose 
from  $2.80  in  November,  to  $3.20  in  January,  to  $4  in 
March,  and  to  $4.85  in  September,  or  80  per  cent,  within 
ten  months.  This  latter  price  was  near  the  price  of  Eng- 
lish plates,  after  paying  the  duty  of  $1.50  a  box. 

Even  before  the  formation  of  the  steel  trust  in  1901, 
American  tin  plate  was  being  sold  for  export  at  about 
$1.00  a  box  below  home  prices.  This  practice  has  con- 
tinued, and  to-day  the  wages  of  tin  plate  workers  are 
reduced  25  per  cent,  on  tin  plate  made  for  export. 

Assuming  that  protection  was  advisable  in  the  infant- 
industry  stages  of  our  tin  plate  industry,  there  is  to-day 
no  justification  for  any  duty,  except  that  it  enables  this 
trust  to  extract  about  $10,000,000  a  year  from  our  con- 
sumers. This  duty  increases  the  cost  of  our  food  and 
shelter.  It  has  cost  us  more  than  $150,000,000  since  the 
passage  of  the  McKinley  act  in  1890.  This  is  the  price 
we  have  paid  for  an  industrial  mendicant  that  has  always 
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been  a  curse  to  the  country,  by  interfering  with  or  ruining 
the  well-estabHshed  and  independent  industries  Hke  that 
of  fruit  and  vegetable  canning  that  ask  for  no  govern- 
mental aid.  To  some  this  price  seems  high.  We  would 
rather  the  industry  had  developed  naturally  and  without 
artificial  aid.  It  might  have  taken  a  fevv  years  longer, 
but  we  would  surely  have  had  it  by  this  time,  even  if 
there  had  never  been  a  duty  on  tin  plates. 

The  Borax  Trust  is  one  of  the  best  examples  of  the 
evils  of  tariff  "protection".  In  November,  1890,  soon 
after  the  passage  of  the  McKinley  bill,  the  Pacific  Coast 
Borax  Company  absorbed  nearly  all  of  the  important 
producing  borax  mines  of  California  and  Nevada.  These 
mines  produce  more  than  half  the  borax  of  the  entire 
world.  They  probably  produce  it  cheaper  than  it  is  pro- 
duced in  any  other  mines.  The  price  was  promptly  run 
up  from  8^  to  9I  cents,  after  the  McKinley  act  raised  the 
duties  to  5  cents  per  pound  on  all  forms  of  borax. 

When  the  Wilson  bill  reduced  the  duty  to  2  cents  the 
price  of  borax  declined  rapidly  to  7  cents  in  September, 
1894,  to  5|  cents  in  1895  and  to  5  cents  in  1896.  Not 
only  did  the  demand  increase  rapidly  under  the  stimulus 
of  low  prices,  but  large  quantities  of  borate  of  lime  were 
exported  and  sold  in  England  at  from  2  cents  to  3  cents 
per  pound.  When  the  duty  was  again  put  back  to  5  cents, 
by  the  Dingley  act  in  1897,  the  Oil,  Paint  and  Drug 
Reporter  expressed  the  opinion  that  because  of  the  largely 
increased  demand  for  borax  at  the  low  prices  that  had 
prevailed  it  would  be  bad  policy  for  the  trust  to  materially 
advance  prices  and  thus  check  production.  Nevertheless 
prices  were  put  up  to  6  cents  in  October,  1897,  to  7  cents 
in  February,  1898,  and,  by  July,  1900,  they  had  reached 
8  cents.  Since  then  prices  have  remained  between  7  and 
8  cents.     At  these  prices  there  is  probably  4  to  5  cents 
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per  pound  net  profit,  or  something  like  $4,000,000  a  year 
on  the  90,000,000  or  so  pounds  produced. 

By  underselHng  foreign  producers  in  their  own  mar- 
kets in  1896,  1897,  and  1898,  the  Borax  Trust  was  enabled 
to  drive  its  competitors  so  nearly  out  of  business  that  it 
took  them  over  on  its  own  terms  and,  in  1899,  the  twelve 
principal  borax  producers  and  refiners  of  the  world  were 
combined  as  the  Borax  Consolidated  Works,  Limited. 
This  world  trust  is  clearly  the  offspring  of  the  Dingley 
bill,  as  are  also  similar  world  trusts  in  several  important 
steel  products.  Had  there  been  no  duty  on  borax,  neither 
the  American  nor  the  world  trust  would  have  been 
formed.  From  behind  our  tariff,  which  enabled  our  trust 
to  become  swollen  wdth  profits,  Mr.  F.  M.  Smith,  the  head 
of  the  Pacific  Coast  Company,  waged  a  warfare  that  soon 
made  him  the  borax  king  of  the  world.  The  British  and 
Colonial  Druggist,  of  England,  stated  the  situation  clear- 
ly in  September,  1897.  To  the  "natural  advantages  in 
the  matter  of  deposits  of  pure  borax,"  it  said,  the  Amer- 
ican trust  was  protected  by  an  extremely  heavy  duty  on 
borax,  which  "practically  bars  foreign  product  from  en- 
tering into  the  States".  It  said  the  American  manufac- 
turers were  "in  a  position  to  give  away  one  and  a  half 
times  as  much  borax  as  they  sold  at  home,  and  yet  receive 
a  return  per  pound  on  the  whole  higher  than  the  present 
English  price  per  pound". 

This  trust  is  to-day  selling  refined  borax  in  New  York 
at  7^  to  8  cents,  and  in  London  at  3  1-5  to  3  2-5  cents 
per  pound.  Thus  the  protected  American  is  just  double 
the  free-trade  English  price.  Whether  or  not  American 
borax  is  still  being  exported  I  do  not  know.  If  not  it  is 
probably  because  Mr.  Smith  does  not  care  to  give  his 
American  subjects  a  permanent  exhibition  of  their  tariff 
folly. 
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The  scandalous  proceedings  which  characterized  the 
passage  of  the  sugar  tariff  in  congress  in  1890,  1894, 
and  1897  were  more  than  duphcated  when  the  duty  on 
borax  was  raised  in  1897.  Absolute  fabrication  on  the 
part  of  several  senators,  both  Republican  and  Demo- 
cratic, was  resorted  to  to  get  the  duty  increased.  For 
instance,  two  senators  denied  that  an  international  trust 
had  been  formed,  although  one  had  then  been  running  six 
months  and,  in  spite  of  the  low  prices,  had  earned  12  per 
cent,  on  its  capital,  as  was  shown  clearly  by  facts  sub- 
mitted. Again,  although  the  prospectus  of  this  trust 
stated  that  American  borate  had  been  exported  to  Eng- 
land and  sold  there  for  less  than  2  cents  a  pound  "at  a 
substantial  profit",  one  borax  senator  had  the  hardihood 
to  assure  his  easily  beguiled  brother  senators  that  nothing 
of  the  kind  had  ever  happened  or  could  have  happened. 

If  we  had  had  an  Industrial  Commission  that  had  not 
been  "stacked"  by  protectionists  it  would  have  made  some 
attempt  to  inquire  as  to  the  inducements  that  prompted 
the  four  borax  Senators  to  falsify  facts  in  order  to  get 
the  borax  duty  increased. 

The  extent  to  which  the  tariff  trusts  plunder  us  is  not 
known.  It  is  reasonably  certain,  however,  that  the 
amount  of  the  tariff-trust  graft  far  exceeds  the  graft  in 
both  our  railroads  and  insurance  companies  concerning 
which  so  many  of  our  good  citizens  have  become  excited 
during  the  last  two  years.  Somewhat  careful  and  detailed 
estimates  indicate  that  it  is  nearly  $100  a  family,  or  be- 
tween $1,500,000,000  and  $2,000,000,000  a  year.  This 
estimate  was  reached  by  considering  the  items  purchased 
by  the  average  family  and  the  tariff  cost  of  each. 

Some  idea  of  the  amount  of  this  tariff-trust  graft  may 
be  obtained  by  considering  the  difference  between  the  rise 
of  prices  in  this  country  and  in  England.     Sauerbeck's 
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Index  Numbers  indicate  that  prices  in  England  were 
32  8-1  o  per  cent,  higher  in  November,  1906,  than  in  July, 
1896.  The  London  Economist's  tables  indicate  a  similar 
advance.  Bradstreet's  tables  indicate  an  advance  of 
over  54  per  cent,  and  Dun's  of  48  per  cent,  in  this 
country  in  the  last  ten  years.  Prices  in  this  country, 
then,  have  risen  about  20  per  cent,  more  than  in  England 
since  the  passage  of  the  Dingley  bill.  Of  course,  the 
prices  of  many  protected  articles  were  higher  in  this 
country  in  1896  than  in  England,  for  there  were  tariff 
trusts  even  in  the  comparatively  low,  but  actually  very 
high,  tariff  days  of  the  Wilson  bill. 

In  England  there  is  no  tariff  and  there  are  no  trusts, 
such  as  we  have  in  abundance,  to  account  for  the  30  per 
cent,  advance  in  prices.  This  advance  can  fairly  be 
credited  to  the  depreciation  of  gold,  caused  by  its  rapidly 
increasing  output  and  supply.  If  the  same  cause  accounts 
for  a  similar  increase  in  this  country,  we  have  an  advance 
of  20  per  cent,  to  account  for  by  other  causes.  If  only 
two-thirds  of  this  increase  be  credited  to  the  tariff  trusts, 
we  have  fully  10  per  cent,  of  the  cost  of  living  chargeable 
to  Dingleyism. 

It  is  this  nearly  $2,000,000,000  a  year  of  tariff  graft 
that  has  created  more  of  our  swollen  fortunes  than  any 
cause  mentioned  by  the  prominent  protectionists  who  are 
now  casting  so  anxiously  about  for  means  of  reducing 
the  swelling.  While  inheritance  and  income  taxes  might 
cause  a  slight  decline  in  the  rapidity  of  growth,  they 
would  not  stop  the  increase  in  these  swellings.  The  in- 
crease will  not  stop  until  the  causes  of  it  are  removed. 

What  folly  to  pass  tariff  laws  to  invite  trusts  and  to 
license  them  to  plunder  us  while,  at  the  same  time,  we 
are  passing  other  laws  to  control,  curb,  and  even  to  de- 
stroy these  legally-created  monsters !     We  put  certain 
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statutes  on  our  books  to  obstruct  trade  and  certain  other 
statutes  to  punish  those  who  obstruct  trade  by  making 
effective  use  of  the  first  statutes.  We  have  the  McKinley 
and  Dingley  bills  to  encourage  trusts  and  the  Sherman 
and  Elkins  anti-trust  acts  to  discourage  them.  The  ab- 
surdity of  such  legislation  is  only  equalled  by  that  of  New 
York  and  other  states  that  have  passed  laws  that  allow 
one  corporation  to  purchase  the  stocks  of  other  corpora- 
tions, and  other  laws  to  punish  rigorously  any  corporation 
that  obtains  a  monopoly  by  buying  a  controlling  interest 
in  the  stocks  of  other  companies.  Mr.  Franklin  Pierce, 
in  his  book  "The  Tariff  and  The  Trusts",  just  off  the 
press,  says  that  such  absurdities  are  characteristic  of 
American  legislation.     He  says : 

"We  legalize  conditions  out  of  which  an  evil  arises  and 
then  attempt  to  suppress  the  evil  by  penal  statutes.  We 
provide  the  high  duties  upon  foreign  imports  for  the  pro- 
tection of  home  industries,  and  when  a  monopoly  controll- 
ing the  home  market  results  therefrom,  then  pass  penal 
laws  punishing  the  monopoly.  In  this  way  our  politic- 
ians prove  to  the  great  combinations  who  furnish  cam- 
paign disbursements  for  political  parties  their  fidelity  to 
monopolistic  interests,  while,  by  the  penal  statute,  they 
assure  the  people  that  they  are  against  the  trusts." 

Of  course,  our  politicians  are  not  looking  for  the  real 
cause  of  trusts.  They  are  not  bent  on  exterminating  the 
trusts  that  supply  campaign  funds  that  keep  them  in 
power.  They  vote  for  tariff  laws  to  aid  the  trusts  and 
harm  the  people  and  then  for  anti-trust  laws  that  will 
neither  harm  the  trusts  nor  aid  the  people.  Such  anti- 
trust laws  are  only  intended  to  keep  the  people  quiet,  to 
distract  attention,  and  to  delay  the  application  of  the  real 
remedy. 

The  real  remedy  is,  of  course,  the  removal  of  the  cause. 
Any  other  remedy  than  the  removal  of  the  tariff  that 
nourishes  and  protects  trusts  is  spurious  and  futile.    The 
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trusts  know  this  and  the  politicians  at  Washington  know 
it.  The  trusts  know  that  their  friends  could  not  long  re- 
main in  power  if  they  did  not  pose  as  "trust  busters"  and 
spend  part  of  their  time  concocting  harmless  remedies. 
The  trusts  understand  that,  in  order  that  they  may  hold 
on  to  the  tariff,  it  is  necessary  for  them  to  submit  to  more 
or  less  annoying,  but  perfectly  ineffective,  anti-trust  leg- 
islation. They  will  submit  to  almost  any  kind  of  harsh 
treatment  administered  in  order  to  fool  the  people  and  to 
divert  attention  from  a  consideration  of  the  real  remedy. 
The  one  thing  that  the  trusts  will  not  permit  their  agents, 
the  politicians  at  Washington,  to  do,  is  to  touch  the  tariff. 
Even  the  revision  of  our  drawback  laws  is  not  permitted. 
The  steel  trust  simply  tells  Mr.  Dalzell  to  tell  Mr.  Payne 
that  the  drawback  duties  are  not  to  be  touched  and  the 
Ways  and  Means  Committee  becomes  as  impassive  as  a 
sphinx. 

Discussing  the  remedy  for  trusts,  Mr.  William  Lloyd 
Garrison  says : 

"Break  the  tariff  embargo  and  foreign  competition  will 
bring  prices  to  a  fair  level.  In  England  a  great  s'oap 
trust  was  recently  launched.  It  had  capital  and  ability, 
but  no  tariff  to  shelter  it.  Public  indignation  cut  that 
flower  down  in  a  night.  And  what  a  decimation  of  rob- 
ber contrivances  would  take  place  in  this  country  with  the 
abolition  of  duties  on  trust  articles  !  Able  now  to  produce 
at  less  cost  than  manufacturers  anywhere  else  on  earth, 
these  chartered  monopolies  now  sell  abroad  their  exports 
at  prices  far  below  domestic  ones.  Gratitude  for  the  tariff 
privilege,  which  these  stupid  American  people  concede,  is 
manifested  by  these  beneficiaries  in  further  punishing 
consumers  with  extortionate  prices  and  favoring  the  peo- 
ple of  foreign  lands  against  whom  it  is  the  custom  to  in- 
voke distrust  and  jealousy.  To  say  that  trusts  cannot  be 
reached  through  the  removal  of  tariff  duties  is  to 
betray  crass  ignorance  or  a  deliberate  purpose  to  shield 
the  iniquitous  conspiracy  under  which  the  people  of  this 
country  groan." 


THE  RELATION  OF  THE  PROTECTIVE  TARIFF 
TO  THE  TRUSTS. 

A,    W.    FLUX. 

The  problem  proposed  for  discussion  this  afternoon  has 
been  treated  from  a  practical  standpoint  by  those  whose 
papers  have  preceded  mine.  Several  questions  arise,  to 
any  of  which  we  might  address  ourselves.  How  far,  if 
at  all,  are  Trusts  created  by  Tariff  privileges?  What 
advantages  can  and  does  the  Tariff  confer  upon  Trusts? 
What  additional  power,  adverse  to  the  general  interests 
of  the  community,  may  Trusts  derive  from  Tariff  ar- 
rangements? How  far  can  we  expect  that  adjustments 
of  the  Tariff  may  be  made  to  restrain  action  on  the  part 
of  Trusts  which  is  to  the  disadvantage  of  the  public? 
On  such  questions  as  these  a  hasty  judgment  may  easily 
be  erroneous,  and  the  interpretation  of  apparent  facts 
needs  the  assistance  of  economic  analysis.  Such  a  gather- 
ing as  the  present  may  not  improperly  be  invited  to  con- 
sider some  of  the  simpler  methods  of  analyzing  the 
problem  presented  to  us.  Let  us  attempt  to  review  the 
situation  in  the  dry  light  of  reason  before  proceeding  to 
illustrations,  of  the  conclusions  suggested,  afforded  in  the 
operations  of  actual  Trusts. 

It  will  be  taken  for  granted  that  by  the  term  Trust  we 
are  to  understand  an  industrial  or  commercial  organiza- 
tion which  aims  to  control  the  manufacture  or  sale  of 
some  commodity  or  commodities  by  uniting  the  interests 
of  a  more  or  less  numerous  group  of  producers  or  mer- 
chants, previously  independent,  and  either  making  or 
selling  the  same  product  or  engaged  in  different  stages 
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of  the  preparation  of  one  and  the  same  product  for  the 
market. 

First  consider  the  case  of  the  union  of  estabhshments 
whose  industrial  operations  are  roughly  parallel  to  one 
another.  The  merger  of  several  such  establishments  in 
one  organization  aims  at  one  or  both  of  two  sources  of 
advantage,  viz.,  the  economies  of  large-scale  operations  in 
comparison  with  small  establishments,  and  the  more  or 
less  complete  control  of  the  supply  of  the  commodity 
handled,  with  a  view  to  attaining  the  advantages  of 
monopoly. 

If  the  processes  of  manufacture  in  the  case  in  question 
be  such  that  an  increase  of  the  scale  of  operations  enables 
the  quantity  of  product  to  be  increased  in  a  larger  pro- 
portion than  the  expenses  of  production,  it  is  a  familiar 
argument  that  the  larger  business  is  enabled,  by  reason 
of  its  larger  size,  to  undersell  the  smaller,  and  the  smaller 
businesses  can  only  maintain  themselves  by  either  accept- 
ing lower  profits  or  depending  on  some  special  advantage, 
in  respect  of  materials  or  of  process,  not  enjoyed  by  the 
larger  rival.  In  the  absence  of  such  advantages,  the 
smaller  businesses  may  be  undersold  and  compelled  by  the 
resultant  losses  to  give  up  the  struggle,  after  a  fight  more 
or  less  prolonged.  If  two  or  more  rivals  push  ahead  at 
a  rate  sufficiently  near  to  equality  to  attain  about  equal 
advantages  from  operation  on  an  ever-increasing  scale, 
their  efforts  to  market  the  whole  of  their  output  may 
involve  such  competition  in  prices,  or  in  selling  expenses, 
as  to  deprive  them  of  any  financial  advantage  from  their 
enlarged  operations.  So  long  as  there  is  assumed  a 
decrease  of  expenses  per  unit  of  output  with  each  stage 
of  advance  in  output,  each  producer  may  be  induced 
to  try  to  avoid  loss  by  continually  expanding  produc- 
tion, and,  in  the  course  of  time,  under  these  conditions, 
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production  will  increase  so  much  as  to  outrun  demand  at 
remunerative  prices.  This  I  take  to  be  the  kind  of  mu- 
tually destructive  competition  to  which  reference  is  so 
generally  made  in  setting  forth  the  causes  of  the  consoli- 
dations which  have  been  so  frequent  of  late  years.  But 
it  is  well  to  observe  that,  to  grant  this  as  the  real  expla- 
nation, implies  the  assumption  that,  within  the  limits  of 
expansion  of  the  rivals  as  separate  organizations,  a  rela- 
tive decrease  of  expenses  is  found  by  each  of  them  to 
accompany  an  increasing  scale  of  operations.  Now  many 
writers,  while  readily  admitting  the  operation  of  this 
principle  in  actual  business  as  it  is,  assume  that  a  stage 
in  expansion  will  be  at  length  reached  beyond  which  the 
principle  will  no  longer  apply.  The  point  of  interest  to 
us  in  the  present  connection  is  at  what  stage  this  cessation 
of  relative  economy  with  growing  business  will  set  in. 
Suppose  that  it  sets  in  before  the  mutual  competition 
has  become  so  keen  as  to  induce  amalgamation  as  a  refuge 
from  mutually  destructive  rivalry.  In  that  case,  further 
enlargement  of  operations  implying  a  relative  increase  of 
expenses,  the  reasons  for  a  cessation  of  the  process  of 
expansion  are  found  by  each  concern  in  the  conditions 
of  its  own  business.  If  reasonable  profits  can  be  secured 
by  each  under  these  conditions,  that  is,  if  the  demand  be 
extensive  enough  to  absorb  all  the  production  at  a  profit, 
the  inducement  to  combine  will  not  be  found  in  the  exist- 
ence of  a  stimulus  for  each  establishment  to  go  on  en- 
larging its  operations  so  long  as  it  is  not  prevented  from 
doing  so  by  actual  contract  with  rivals.  Each  will  be  lim- 
ited in  its  expansion  by  conditions  arising  from  the  cir- 
cumstances of  its  own  internal  organization.  Yet  a  merger 
of  interests  is  not  excluded  under  these  conditions. 
Through  combination,  some  of  the  management  expenses, 
still  more  some  of  the  expenses  of  marketing,  may  be 


232  American  Economic  Association 

made  to  bear  more  lightly  on  each  concern,  and  thus  in- 
crease of  profit  may  be  secured.  Further,  control  of  the 
entire  supply  makes  possible  a  restriction  of  production, 
and  as  a  result,  in  view  of  the  assumed  conditions,  a 
creation  of  monopoly  profits  at  the  expense  of  consumers. 

In  this  case,  what  effect  has  the  existence  of  an  import 
tariff  on  producers  and  on  consumers  ?  By  the  conditions 
assumed,  restriction  of  supply  in  some  degree,  and  within 
certain  limits,  involves  reduction  of  expenses  in  a  greater 
proportion,  thus  yielding  extra  profits.  If  the  competition 
of  rival  producers  in  foreign  countries  be  excluded,  the 
limits  to  the  rise  of  price  are  found  in  the  condition  of 
maximizing  monopoly  profits.  The  admission  of  foreign 
goods,  if  their  producers  can  make  and  send  them  at  a 
price  low  enough  to  undercut  the  monopolists,  may  do 
no  more  than  reduce  the  profits  towards  the  level  found 
in  the  ordinary  run  of  businesses  at  the  time,  and  in  the 
country  concerned.  It  may  economize  the  resources  of 
the  country  by  providing  an  adequate  supply  of  the  goods 
in  question  while  avoiding  the  exploitation  of  the  natural 
facilities  of  the  region  as  far  beyond  the  point  of  maxi- 
mum economy  as  would  be  needed  if  all  that  could  yield 
a  profit  on  its  expenses  of  production  were  produced  at 
home.  The  monopolizing  of  the  industry  economizes 
these  resources  for  the  needlessly  great  benefit  of  the 
producing  interests.  The  same  economy,  but  so  attained 
as  to  spread  the  advantages  among  consumers,  will  be 
in  the  way  of  being  secured  by  admitting  foreign  supplies. 

Two  variations  of  the  conditions  suggest  themselves  as 
possible.  One  is  that  foreign  producers  will  have  to  meet 
such  heavy  expenses  of  production  and  transportation  that 
they  will  be  unable  to  compete  with  the  home  producers 
at  or  below  the  level  of  price  corresponding  to  the  maxi- 
mum monopoly  revenue.     Should  this  be  the  case,  tariff 
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duties  would  be  merely  decorative  if  imposed,  and  not — 
at  the  time — in  any  sense  oppressive:  they  would  be 
neither  useful  nor  noxious.  The  other  case  calling  for 
attention  is  that  where,  at  the  level  of  price  corresponding 
to  the  maximum  economy  of  production,  and  with  a 
profit  at  a  reasonable  rate,  foreign  competitors  could  en- 
tirely undersell  the  home  producers.  In  this  case  the 
maintenance  of  a  home  production,  even  in  an  industry 
whose  infancy  is  past,  must  depend  on  the  imposition  of 
a  duty  high  enough  to  permit  of  setting  prices  at  the 
level  of  remunerative  production.  As  this  case  merely 
brings  up  the  general  policy  of  the  encouragement  of  in- 
dustries not  congenial  to  a  country  at  the  expense  of  the 
consumers  of  the  goods  produced,  I  shall  not  attempt  to 
resume  the  arguments  for  and  against  the  practice. 

It  will  appear,  then,  that  in  the  case  in  which  the  home 
market  is  large  enough  to  permit  of  the  expansion  of 
several  establishments  in  any  one  industry  beyond  the 
stage  of  maximum  economy  (whether  at  some  stages  in 
expansion  increase  of  economy  accompanies  increase  in 
the  scale  of  operations  or  not)  the  existence  of  a  tarifif 
may  afford  an  opportunity  for  restricting  supply  and  rais- 
ing price,  for  the  advantage  of  the  consolidated  producers, 
and  at  the  expense  of  consumers. 

In  the  case  just  considered,  it  was  assumed  that,  even 
in  the  stage  of  competition  preceding  consolidation,  the 
separate  producers  had  passed  the  scale  of  operations 
yielding  maximum  economy.  In  that  case  the  further 
economies  of  the  combination  would  be  derived  from  the 
avoidance  of  duplication  of  some  parts  of  the  organiza- 
tion, and  especially  the  economy  of  marketing  resulting 
from  the  abolition  of  mutual  rivalry.  In  the  case  next 
presenting  itself,  the  merging  of  interests  of  rival  pro- 
ducers may  be  stimulated  by  the  keenness  of  a  competition 
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dependent  on  each  one  reaching  out  after  a  reduction  of 
expenses  per  unit  of  output  by  adding  to  the  output, 
i.  e.,  that  the  rivals  separately  have  not  attained  the  scale 
of  production  corresponding  to  maximum  economy. 
After  consolidation,  however,  the  unified  business  may 
attain  and  pass  that  scale  of  operations.  Its  profits,  as 
compared  with  the  case  previously  discussed,  would  be 
derived  in  part  from  the  economies  of  increased  special- 
ization of  function  in  different  parts  of  the  producing 
organization.  Apart  from  this,  however,  the  consider- 
ations adduced  in  the  former  case  apply  again  in  this 
instance,  and  no  recapitulation  is  needed,  especially  as 
my  time  is  limited. 

The  third  case  is  that,  not  only  in  the  case  of  the  sep- 
arate rival  producers,  but  also  in  the  case  of  the  consoli- 
dated business  formed  through  the  merging  of  their  in- 
terests, the  scale  of  operations  remains  less  than  that 
corresponding  to  maximum  economy.  Increase  of  output 
could  in  this  case  be  secured  at  a  reduced  expense  per 
unit  of  product,  and  conversely.  But  the  increase  of  the 
scale  of  operations  is  checked  by  the  consideration  that  it 
is  no  longer  possible  to  dispose  of  the  increased  output 
by  displacing  a  part  or  the  whole  of  a  rival's  sales,  so  that 
the  enlarged  output  must  be  offered  at  a  price  low  enough 
to  evoke  the  demand  for  it  in  sufficient  quantity,  and  a 
reduction  of  gain  may  be  the  result. 

In  such  a  case,  what  effect  may  be  produced  by  the 
existence  of  a  duty  on  imports  ?  The  exclusion  of  imports 
means  that  a  larger  market  is  open  to  the  home  producer. 
He  may,  conceivably,  find  that,  with  the  larger  market, 
the  volume  of  product  which  yields  him  the  greatest 
monopoly  profit  must  be  offered  at  a  price  as  low  as  that 
of  the  imported  product  in  the  absence  of  a  duty,  or 
nearly  so.    The  deprivation  of  a  part  of  his  market  means 


The  Tariff  and  the  Trusts  235 

more  expensive  production  and  reduction  of  profit  to- 
wards, perhaps  below,  the  level  of  ordinary  business,  un- 
favoured by  special  conditions.  The  monopolists  may  be 
able  to  keep  out  most  of  the  foreign  goods  by  offering 
their  own  goods  on  terms  involving  a  sacrifice  of  part  of 
that  profit  which  might  be  secured  were  the  market  pro- 
tected. Even  the  threat  of  competition  may  effect  a  re- 
duction of  price  in  favor  of  the  consumer,  while  leaving 
the  producers  with  a  rate  of  profit  in  excess  of  that  of 
non-monopolized  businesses. 

No  lengthened  consideration  need  be  devoted  to  the 
case  of  Trusts  which  arise  from  combining  the  interests 
of  those  who  are  engaged  in  different  stages  in  the  prepa- 
ration of  a  product  for  final  consumption.  The  advan- 
tages which  arise  from  diminishing  the  uncertainty  of 
suitable  supplies  of  partly  manufactured  materials,  or  of 
the  raw  material  of  industry,  afford  a  stimulus  to  such 
combinations,  in  addition  to  any  monopolistic  control  of 
markets.  Saving  of  expenses  of  organization,  too,  apart 
from  the  economy  of  developing  particular  stages  of  the 
manufacturing  process  on  a  large  scale,  favors  such  in- 
tegration of  industry.  The  general  considerations  pre- 
viously adduced  might  be  repeated  with  little  change  for 
this  class  of  combinations,  and  the  determination  of  a 
stimulus  to  combination  in  which  the  tariff  was  not 
involved  might  find  even  more  important  illustration  than 
in  the  merging  of  manufacturing  establishments  conduct- 
ing roughly  parallel  operations.  It  is  unnecessary  to 
repeat  here  a  discussion  which  may  be  found  adequately 
set  forth  in  numerous  monographs  familiar  to  members 
of  this  Association.  The  special  features  of  the  integra- 
tion of  industry  will,  therefore,  not  be  even  summarized 
on  this  occasion. 

So  much  is  said  of  the  Trust  being  the  result  of  mutually 
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destructive  competition  that  I  have  thought  it  excusable 
to  dwell  on  the  somewhat  elementary  considerations 
which  precede,  inasmuch  as  these  considerations  aid  us 
in  discriminating  between  the  consolidations  which  result 
from  the  natural  conditions  of  industrial  organization, 
and  those  which  aim  at  profit  mainly  through  monopoly, 
and  which  are  dependent  on  the  maintenance  of  that 
monopoly  on  their  behalf,  through  import  duties,  for  their 
chief  advantages  as  consolidations  over  their  advantages 
as  separate  and  rival  businesses.  In  those  cases  where 
the  economy  of  an  increased  scale  of  operations  does  not 
reach  its  limit  within  the  capacity  of  the  market  of  any 
one  country,  the  tendency  towards  monopoly  as  the  result 
of  too  severe  competition  among  rivals  is  primarily  due 
to  natural  conditions.  Even  here  the  extent  of  the  ad- 
vantage open  to  Trusts  through  an  effective  control  of 
prices  is,  of  course,  largely  dependent  on  the  Tariff. 

If  the  foregoing  analysis  correspond  in  essentials  to 
actuality,  it  is  not  difficult  to  meet  the  assertion  that 
Trusts  cannot  be  produced  by  Tariffs  because  they  are 
found  in  free-trading  Great  Britain.  It  should  not  be 
claimed  that  all  Trusts  are  creatures  of  the  Tariff.  But  it 
may  be  claimed  that  the  extent  to  which  Trusts  can  fix 
prices  for  their  own  gain,  and  to  the  essential  disadvan- 
tage of  the  communities  in  which  they  operate,  is  depend- 
ent on  the  existence  of,  and  the  level  of,  the  Tariff  under 
which  they  operate.  Thus  we  may  find  reason  in  the 
claim,  ridiculed  by  many  defenders  of  Trusts  and  of 
Protection,  that  though  Trusts  exist  in  free-trade  Eng- 
land, their  power  for  evil  is  comparatively  small.  But 
though  the  power  of  Trusts  is  thus  restrained  by  the  free 
admission  of  foreign  goods,  it  remains  far  from  unim- 
portant. Under  the  protective  shelter  of  the  Tariff,  a 
Trust  may  make  a  large  difference  between  its  prices 
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for  the  home  market  and  for  foreign  markets.  Its  own 
products  cannot  come  back,  nor  can  similar  products 
from  the  low-priced  market  in  which  it  disposes  of  its 
surplus  come  in,  to  spoil  the  home  market,  unless  double 
freight  and  duties  together  fall  short  of  the  difference 
between  domestic  and  export  prices.  Where  freights  are 
more  important  than  duties,  this  difference  may  exist 
because  natural  conditions  favour  its  existence.  Where 
freights  are  low,  the  difference  cannot  be  large  unless 
duties  are  heavy.  It  is  thus  that  the  English,  though  as 
much  addicted  to  making  special  prices  for  export  as  any 
people,  are,  in  the  absence  of  duties  on  most  commodities, 
restrained  from  maintaining  extravagant  differences  in 
their  quotations  for  home  consumption  and  for  export. 
A  persistent  attempt  to  push  prices  too  high  invites 
competition  from  one  or  another  foreign  country.  For- 
merly, when  foreign  countries  were  not  equipped  to  seize 
such  opportunities,  the  margin  between  quotations  for 
export  and  for  the  home  market  had  a  much  less  effective 
restraint,  especially  in  view  of  the  much  greater  hindrance 
offered  by  the  high  level  of  freight  rates  which  prevailed 
in  former  times. 

Some  reference  to  particular  examples  in  which  Tariffs 
afford  unreasonable  opportunities  for  gain  to  syndicated 
producers  may  be  fittingly  introduced  at  this  point.  There 
springs  to  the  mind  the  case  of  the  sugar  industry  to 
which  others  have  referred.  The  time  available  will 
hardly  permit  of  a  reference  to  the  experience  of  Ger- 
many and  other  European  countries  under  the  bounty 
system,  and  the  advantage  which  has  accrued  to  sugar 
consumers  through  the  abolition  of  the  bounties  and  the 
restriction  of  the  difference  between  import  and  internal 
revenue  duties.  The  sugar  refiners  were  caught  in  a 
system  which  forced  them  to  sacrifice  their  profits,  not 
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for  the  benefit  of  their  own  fellow-countrymen,  but  for 
the  advantage  of  foreigners,  and  sometimes  even  of  the 
customs  revenue  of  foreign  countries,  where  countervail- 
ing duties  were  levied.  The  destruction  of  the  bounty 
system,  with  its  reduction  of  import  and  excise  duties,  has 
benefited  producers  as  well  as  consumers. 

We  can  illustrate  the  effect  of  tariff  arrangements 
where  production  is  practically  controlled  by  a  small 
group  of  capitalists  from  the  condition  of  the  sugar 
refining  industry  in  Canada  and  in  the  United  States  at 
the  present  time.  Let  us  take  the  case  of  Canada  first. 
There,  before  the  new  tariff  was  presented  to  the  House 
of  Commons  a  month  ago,  the  duties  on  sugar  were  as 
follows,  calculated  on  sugar  at  96°  :  on  raw  sugar  71^ 
cents  per  100  lbs.,  on  refined  $1.20  per  100  lbs.,  with  i^ 
cents  per  100  lbs.  in  each  case  for  each  advance  of  one 
degree.  These  rates  were  subject  to  a  reduction  of  one- 
third  under  the  British  preferential  tariff.  In  the  year 
1905-6  the  raw  sugar  entered  for  consumption  was  344, 
000,000  lbs.  under  the  British  preference  and  76,000,000 
lbs.  subject  to  the  general  tariff.  Assume  for  the  present 
that  the  price-level,  both  for  raw  and  for  refined  sugars, 
was  practically  fixed  by  import  prices  under  the  prefer- 
ence. Refined  sugar  at  96°  is  charged,  under  the  prefer- 
ence, 32  1-3  cents  per  100  lbs.  more  than  raw  sugar  at 
96°.  Not  to  risk  exaggeration,  we  will  make  the  allow- 
ance claimed  by  the  representatives  of  the  industry,  and 
assume  that  108  lbs.  of  raw  sugar  at  96°  is  needed  to 
yield  100  lbs.  of  refined  sugar.^     But  these  100  lbs.  of 


'On  the  subject  of  this  allowance,  see  Report  of  the  Industrial 
Commission,  Vol.  I,  pp.  93-94,  testimony  of  Mr.  Claus  Doscher;  and 
the  Montreal  Star  for  Dec.  3rd,  1906,  in  an  interview  with  Mr.  E.  W. 
Parker,  Secretary  of  the  Canada  Sugar  Refinery.  It  will  be  noted 
that  our  calculation  claims  nothing  for  the  protective  effect  of  freight 
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refined  we  shall  take  at  99.5°,  and,  on  this  basis,  the  dif- 
ferential taxation  works  out  at  a  small  fraction  over  32 
cents  per  100  lbs.  of  refined  sugar.  The  sum  represented 
by  the  lower  taxation  of  raw  sugar  in  comparison  with 
refined  was,  in  1905-6,  in  excess  of  $1,000,000.  The 
census  report  of  1900  shows  that  the  sugar  refining  in- 
dustry then  paid  out  in  wages  the  sum  of  $612,680,  the 
wage-earners  numbering  1200.  If  the  number  of  persons 
employed  be  assumed  to  be  50  per  cent,  greater  now  than 
at  the  date  of  the  census,  and  their  wages  greater  in  the 
same  proportion,  the  present  number  of  wage-earners 
would  be  1800,  and  the  wages  about  $920,000.  The  as- 
sumed increase  in  five  years  corresponds  roughly  with 
the  increase  in  raw  sugar  imported.  It  would  thus  appear 
that  the  differential  duty  on  refined  sugar  represents  a 
sum  amply  sufficient  to  pay  the  wages-bill  of  the  sugar 
refiners,  even  if  allowance  be  made  for  some  raw  sugar 
not  being  converted  into  refined.  What  a  remarkable 
benefit  to  the  country  is  an  industry,  the  organization  of. 
which  lacks  the  power  to  compete  with  foreign  industries 
in  so  great  a  degree  that  it  needs  encouragement  repre- 
sented by  the  entire  amount  of  its  wages-bill  to  enable  it 
to  survive !  And  even  if  it  be  argued  that  our  comparison 
has  left  out  of  account  any  increase  of  wages  per  head  in 
recent  years,  a  suitable  allowance  in  that  matter  would 
still  leave  the  case  substantially  as  strong  as  before.  Of 
course  the  employees  in  the  sugar  refineries  are  not  so 
inefficient  compared  with  European  competitors  as  not  to 
earn  any  part  of  their  wages.     The  popular  impression 


charges.  British  refined  has  borne  freight  from  the  West  Indies  to 
Great  Britain  as  raw  sugar,  and  thence  to  Canada  as  refined,  while 
sugar  refined  in  Canada  has  borne  only  the  freight  from  (say)  the 
West  Indies  to  Canada.  The  effective  protection  may  be  nearly  as 
great  from  this  cause  as  from  the  customs  duties. 
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that  the  small  group  of  persons  interested  in  sugar  re- 
fining are  prospering  at  the  expense  of  the  nation  seems 
not  to  lack  justification. 

The  change  in  the  Tariff  proposed  by  the  Canadian 
Minister  of  Finance  is  to  advance  the  duty  on  raw  sugar 
while  leaving  that  on  refined  unchanged.  The  differen- 
tial, on  sugar  at  96°,  will  be  reduced  to  25  cents  per  100 
lbs.,  or,  on  the  modified  basis  previously  explained,  24.1 
cents  per  100  lbs.  of  refined  sugar.  The  aggregate 
amount  represented,  calculated  as  before  on  the  basis 
of  last  year's  importation,  is  reduced  to  about  $800,000. 
This  reduced  advantage  still  represents  not  far  from 
$450  per  head  of  the  1800  wage-earners,  as  the  sacri- 
fice by  the  nation  for  the  sake  of  providing  the  employ- 
ment in  question.  It  is  not  a  sacrifice  for  the  sake  of 
establishing  a  new  industry,  and  fostering  it  during  the 
struggles  of  its  infancy.  The  industry  has  had  substan- 
tial tariff  assistance  for  a  lengthened  period.  Were  the 
sugar  duty  merely  a  revenue  duty,  and  were  the  country 
to  import  all  its  sugar  in  the  refined  state,  it  can  hardly 
be  doubted  that  it  would  gain  financially  even  if  it  as- 
sumed the  burden  of  pensioning  all  the  wage-earners  now 
employed  in  sugar-refining.  It  can  hardly  be  contended 
that  the  capital  which  has  been  devoted  to  this  industry 
could  not  have  found  remunerative  employment  in  devel- 
oping some  of  the  rich  natural  resources  of  the  Dominion, 
while  the  salaried  staff,  representing  the  interest  neglected 
on  the  above  account,  might  not  improbably  be  needed 
to  conduct  the  mercantile  operations  of  distributing  im- 
ported refined  sugar.  It  is  not  to  be  assumed,  however, 
that  with  the  abolition  of  the  differential  duty  the  industry 
of  sugar  refining  would  be  destroyed.  It  is  only  sug- 
gested that,  if  it  were,  the  consumers  and  producers  con- 
cerned might  not  be  losers,  except  in  so  far  as  monopoly 
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gains  on  the  capital  employed  are  assured  by  the  present 
mode  of  taxation. 

As  to  prices,  the  average  selling  price  of  granulated 
sugar  in  Montreal  during  the  fiscal  year  1905-6  was  $4.39 
per  100  lbs.,  or,  deducting  the  trade  discount  of  5  per 
cent.,  $4.17.  As  a  standard  of  value  for  British  refined 
sugar,  we  may  take  the  quotations  of  Tate's  standard 
granulated  for  comparison.  Deducting  the  duty  of  4  s. 
2  d.  per  cwt.  to  obtain  the  value  for  export,  and  reducing 
to  American  currency,  this  averages  $2.77  per  100  lbs. 
in  the  period  named.  Adding  to  this  the  Canadian  duty 
on  sugar  at  100°,  we  have  $3.61  per  100  lbs.,  to  which 
shipping  charges  from  Great  Britain  have  also  to  be 
added.  Even  after  allowing  for  the  fact  that  Tate's  quo- 
tation is  of  sugar  refined  from  the  beet  product,  while, 
to  secure  admission  to  Canada  at  preferential  rates  of 
duty,  British  colonial  sugar  must  be  used  as  raw  material, 
and  its  cost  is  somewhat  greater  than  that  of  beet  sugar, 
the  comparison  makes  it  appear  that  the  price  of  refined 
has  not  been  made  lower  in  Canada  than  competition 
compelled.  Even  if  the  claim  of  the  refineries  that  they 
paid  higher  prices  than  those  of  the  New  York  market 
to  the  West  Indian  sugar  planters  be  admitted,  they  do 
not  claim  to  have  conceded  more  than  about  one-half  of 
the  diflferential,  and  the  figures  given  above  would  still 
leave  food  for  reflection  as  to  the  expense  of  maintaining 
the  home  industry  of  sugar  refining.^ 


*  The  valuation  of  raw  sugar  imported  at  preferential  rates  of 
duty  in  1905-6  averaged  $2.17  per  100  lbs.  This  is  supposed  to  rep- 
resent the  value  at  the  place  from  which  it  is  shipped.  The  com- 
parison with  U.  S.  figures  month  by  month  shows  some  remarkable 
contrasts.  For  the  last  half  of  1905,  the  Canadian  average  was  $2.65, 
while  the  U.  S.  average  for  Cuban  sugar  was  $2.35.  For  the  first  half 
of  1906,  the  Canadian  average  was  $1.84,  the  U.  S.  figure  $2.08,  the 
averages  for  the  whole  year  being  substantially  identical  for  the  two 
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The  case  of  the  same  industry  in  the  United  States  is 
somewhat  similar,  and  the  corresponding  data  may  be 
briefly  reviewed.  Basing  the  calculation  on  Cuban  sugar, 
which  constituted  fully  two-thirds  of  the  raw  sugar  im- 
ported from  foreign  countries  last  year,  the  import  duty 
is  $1,348  per  100  lbs.,  or  $1,456  per  108  lbs.  The  duty 
on  refined,  in  which  Cuba  does  not  compete,  is  $1.95  per 
100  lbs.  The  differential  in  favor  of  home  refining  is 
thus  49.4  cents  per  100  lbs.  If  we  take  the  duty  on  ordi- 
nary foreign  sugar  in  place  of  that  on  Cuban  raw  sugar, 
the  differential  is  only  13  cents  per  100  lbs.  of  refined,  or 
12  cents  per  100  lbs.  of  raw  sugar,  if  we  allow,  as  before, 
108  lbs.  of  raw  sugar  to  100  lbs.  of  refined.  Ignoring  any 
advantage  derived  from  the  differential  in  respect  of 
Hawaiian  and  Porto  Rican  sugar,  refined  in  the  United 
States,  which  represents  nearly  one-quarter  of  the  total 
imported  raw  sugar,  the  12  cents  per  100  lbs.  of  raw 
sugar  represents  over  $4,750,000  on  the  raw  sugar  im- 
ported from  foreign  countries  in  the  fiscal  year  1905-6. 
If  it  be  supposed  that  the  differential  taxation  of  raw  and 
refined  represents  equal  advantage  on  sugar  from  non- 
contiguous territory  to  that  on  foreign  sugar,  then  the 
aggregate  sum  involved  will  exceed  $6,000,000.  If,  fur- 
ther, the  Cuban  preferential  duty,  in  part  or  as  a  whole, 
accrues  to  the  United  States  refiners  in  lower  expenses,  a 
further  sum  of  over  $9,000,000  is  available,  from  which 
to  add  to  the  profits  of  the  Sugar  Trust.  This  last  is  the 
amount  accruing  jointly  to  sugar  producers  in  Cuba  and 


cases.  Adding,  to  the  above  figure  of  apparent  cost  of  the  raw  sugar, 
the  Canadian  duty  and  shipping  charges  (20  cents  per  100  lbs.  being 
allowed  for  the  latter),  we  find  $2.90  as  the  cost  of  the  raw  sugar  to 
refiners  in  Canada  in  1905-6.  The  margin  for  refining  is  thus  $1.27 
per  100  lbs.,  or,  on  the  modified  basis  explained  above,  $1.04  per  100 
lbs.  of  refined  sugar.  (Cf.  figures  for  U.  S.  and  Great  Britain  on  a 
later  page.) 
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sugar  refiners  in  the  United  States  as  the  outcome  of  the 
reciprocity  arrangement,^ 

Referring  to  the  reports  of  the  Census  of  1900,  we  find 
that  the  industry  of  refining  cane-sugar  and  molasses  em- 
ployed 14,252  wage-earners  and  paid  rather  less  than 
$7,000,000  in  wages  in  that  year.  The  differential  taxa- 
tion of  raw  and  refined  in  1905-6,  therefore,  represents  a 
sum  probably  not  less  than  the  entire  w^ages-bill  of  the 
United  States  sugar  refineries  in  the  Census  year.  Esti- 
mating the  growth  in  wage-earners  since  that  year  at  one- 
third,  and  allowing  for  a  substantial  increase  in  rates  of 
wages,  it  means  well  over  the  half  of  the  wages-bill  of  the 
present  time,  even  leaving  practically  out  of  account  what- 
ever advantage  in  purchasing  raw  sugar  may  be  derived 
from  the  20  per  cent,  rebate  of  duty  on  Cuban  sugars. 
That  the  consumer  does  not  secure  the  advantage  may  be 
regarded  as  probable  in  view  of  the  figures  cited  above 
as  to  the  recent  price  level  of  granulated  sugar  in  London. 
The  New  York  prices  of  centrifugals  and  of  standard 
granulated  averaged  $3.61  and  $4.53  per  100  lbs.  in  the 
fiscal  year  1905-6.  The  London  prices  have  averaged  as 
follows:  Cuba  centrifugals,  $2.13  duty-free,  or  $2.92 
with  the  duty;  and  standard  granulated  ^;^.6y  per  100  lbs. 
The  margin  to  cover  the  expenses  of  refining  in  the 
United  States  is  thus  92  cents  per  100  lbs.,  while  the 
London  margin  is  75  cents  per  100  lbs.  Comparing  the 
values  of  108  lbs.  of  raw  sugar  and  100  lbs.  of  refined, 
the  margins  are  63  and  52  cents  respectively.  Here, 
again,  the  facts  adduced  suggest  that  the  consumer  has 
been  mulcted  of  about  all  that  the  situation  permitted. 


"The  Cuban  exporter  may  secure  the  advantage  of  the  rebate, 
while  the  planter  gains  little.  In  so  far  as  the  exporting  merchant 
represents  Sugar  Trust  interests,  the  division  of  advantage  between 
exporter  and  importer  has  little  importance. 
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For  the  sake  of  employing  (say)  18,000  persons,  a  sum 
which  we  have  estimated  at  something  over  $6,000,000, 
and  which  may  exceed  $9,000,000  without  extravagant 
assumptions  as  to  the  division  of  the  benefit  of  the  Cuban 
reciprocity  duty,  is  diverted  from  the  Federal  Treasury 
into  the  cofifers  of  the  small  but  powerful  group  of  capi- 
talists interested  in  sugar  refining.  Is  the  country  satis- 
fied to  provide  dividends  on  Trust  capital,  generously 
watered,  in  this  way  ? 

This  case  of  sugar  might  afford  a  suitable  opportunity 
for  comment  on  another  aspect  of  the  relations  between 
Tariffs  and  Trusts,  namely,  the  influence,  whether  legiti- 
mately or  corruptly  exercised,  of  powerful  protected  mo- 
nopolies in  shaping  the  Tariff  to  serve  their  own  ends. 
Possibly  the  evil  of  this  phase  of  the  relations  under  con- 
sideration is  more  serious  than  the  merely  financial  results 
to  which  attention  has  been  directed.  A  further  point  of 
no  little  importance  is  the  danger  that  one  of  the  results 
of  the  formation  of  great  Trusts  may  be  to  lead  industrial 
organisers  to  frame  their  policies  with  a  view  to  their 
effect  on  the  stock  market,  rather  than  with  reference  to 
their  industrial  ef^ciency.  I  refrain  from  enlarging  upon 
these  matters  here,  especially  as  I  anticipate  that  others, 
more  intimately  acquainted  with  the  facts  than  I  am,  will 
select  them  for  discussion  in  the  course  of  the  afternoon. 

Reference  may  appropriately  be  made  in  this  connection 
to  a  device  of  the  Canadian  tariff  by  which  it  is  expected 
to  impose  some  restraint  on  the  oppression  of  consumers 
by  combinations  which  have  attained  a  monopolistic 
status.  The  practical  working  of  the  plan  was  seen  in  the 
case  of  the  manufacturers  of  news  printing  paper,  who 
put  up  the  price  of  this  important  material.  The  execu- 
tive government,  early  in  1902,  on  obtaining  satisfactory 
proof  of  the  facts,  reduced  the  duty  from  25  per  cent. 
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ad  valorem  to  15  per  cent.  This  reduction  has  been 
maintained  in  the  new  tariff,  and  the  facihties  for  apply- 
ing similar  treatment  to  other  cases,  of  the  abuse  of  mo- 
nopoly powers  which  depend  on  combination,  have  been 
increased.  The  Minister  of  Finance,  in  introducing  the 
new  tariff,  made  it  understood  that  the  utility  of  the 
provision  had  not  been  confined  to  the  case  of  actual 
change  of  the  import  duty.  Fear  of  similar  punishment 
has,  he  believed,  restrained  other  monopolists  from  push- 
ing their  powers  too  far. 

The  influence  of  powerful  Trusts  in  securing  the  main- 
tenance of  import  duties  when  the  industry  concerned  has 
attained  sufficient  strength  to  compete  on  even  advantage- 
ous terms  with  foreigners  finds  much  illustration  in  the 
actual  facts  of  to-day  and  in  the  United  States.  A 
familiar  and  much  discussed  case  is  that  of  the  iron  and 
steel  industries,  in  which  a  gigantic  Trust,  sometimes 
claimed  as  the  greatest  in  the  history  of  the  world,  domi- 
nates the  situation.  Here  the  special  efficiency  of  Ameri- 
can industrial  methods  finds  its  most  conspicuous  illus- 
trations. But  it  may  be  asked  if  the  consumers  of  iron 
and  steel  are  permitted  to  secure  their  proper  share  of 
the  results  of  this  efficiency.  Have  not  the  organizers  of 
the  Trust  pre-empted,  if  one  may  use  the  term,  the  ad- 
vantages of  the  situation?  It  being  possible  to  maintain 
prices  at  an  advantageous  level  if  competition  can  be 
sufficiently  controlled,  has  not  the  Trust  afforded  an  in- 
strument by  which  its  organizers,  rather  than  users  of  its 
products,  may  profit  from  technical  progress?  Is  not  the 
notorious  inflation  of  the  capital  account  of  the  Trust  the 
result  of  the  exercise  of  its  powers  ? 

In  view  of  the  boasts  over  the  efficiency  of  American 
methods  in  producing  and  in  handling  iron  and  steel,  may 
one  not  be  pardoned  for  expressing  some  surprise  at  the 
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results  as  reflected  in  the  course  of  prices  of  typical  pro- 
ducts ? 

I  am  aware  that  the  Bulletin  of  the  American  Iron  and 
Steel  Asociation  has  given  tables  meant  to  demonstrate 
that  American  prices  have  fallen,  when  compared  with 
British  quotations.  The  careful  and  unprejudiced  trac- 
ing of  the  course  of  prices  as  given  in  the  published 
quotations  of  recognized  authorities  hardly  supports  this 
conclusion  of  the  Bulletin.  The  Economist  of  London 
affords  prices  for  Bessemer  pig  iron  in  England,  while  the 
reports  of  the  Bureau  of  Labor  contain  quotations  for 
Bessemer  pig  at  Pittsburg.*  Between  the  years  1891-5 
and  the  years  190 1-5,  the  average  price  at  Pittsburg  has 
not  got  any  closer  to  that  at  Middlesborough,  either  ab- 
solutely or  relatively.  A  similar  abatement  holds  of  bar 
iron.*  A  special  point  is  made  of  the  steadiness  with 
which  the  price  of  steel  rails  has  been  held  at  $28.00  for 
five  years  past.  The  average  for  the  years  1891-95  was 
but  a  few  cents  higher  than  this.  But  the  average  price 
of  steel  rails  in  the  north  of  England  only  slightly 
exceeded  $25.00  in  the  five  years  1901-5,  and  has  been 
considerably  lower,  while  it  has  not  been  above  the  Amer- 
ican price  from  the  middle  of  1901  to  the  beginning  of 
the  current  year.  As  compared  with  the  early  nineties, 
the  British  price  of  steel  rails  has  been  higher  for  each 
of  the  last  ten  years.  Here,  then,  we  have  a  case  in  which 
the  Trust  has  fixed  a  price  lower  than  if  the  course  of 
prices  in  such  a  country  as  England  had  been  paralleled, 
and  lower  than  that  which  has  prevailed  in  England 
throughout  the  current  year.  But  in  England,  during 
the  last  twenty  years,  prices  have  been  below  the  twenty- 
eight-dollar  level,  except  from  the  middle  of  1899  to  the 
middle  of  1901  and  since  the  beginning  of  1906. 

*  For  details  of  prices  see  Appendix. 
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We  find,  then,  that  pig  iron  and  bar  iron  have  fluctu- 
ated in  cost  in  America  more  violently  and  more  con- 
tinuously than  in  England,  and  that  their  prices  have  not 
approached  closer  to  English  quotations.  In  steel  rails 
steadiness  has  been  secured,  and  steadiness  at  a  price 
which  compares  favorably  with  that  of  previous  years 
when  the  changes  of  price-level  in  England  are  consid- 
ered. But,  in  spite  of  the  advantages  in  the  manufacture 
of  steel  possessed  by  the  Pittsburg  district,  the  British 
rails  have  been  placed  on  the  market  at  a  lower  price 
than  the  American  from  the  date  on  which  the  present 
price  was  established  by  the  Trust  till  the  current  year 
opened.  From  the  middle  of  1897  till  well  into  1899, 
American  quotations  for  steel  rails  were  well  below  the 
English  quotations,  so  that  the  present  situation  is  not 
without  precedent.  Even  the  case  of  steel-rail-prices 
hardly  affords  a  convincing  demonstration  that  the  ad- 
vantages of  American  ingenuity  and  efficiency  are  al- 
lowed to  reach  the  consumer  as  fully  as  might  happen  in 
the  absence  of  the  Trust.  And  the  impression  produced 
on  the  public  by  the  fair'y  well  supported  demonstration 
of  the  readiness  of  the  Trust  to  avail  itself  of  the  Tariff 
in  order  to  avoid  conceding  to  the  home  market  prices 
low  enough  to  evoke  a  demand  for  the  entire  available 
output  is  not  to  be  ignored.  The  difference  between 
export  prices  and  domestic  prices,  as  has  been  pointed  out 
above,  can  be  as  great  as  a  double  freight  and  the  import 
duty  combined.  Were  there  no  import  duty,  sales  at 
special  rates  might  still  be  made  for  export,  but  in  that 
case  the  attempt  to  dispose  of  a  larger  share  of  the 
product  at  home,  by  suitable  concession  in  the  price, 
might  be  a  more  probable  alternative.  The  usefulness 
of  the  tariff,  in  permitting  the  maintenance  of  prices  at 
an  inflated  level  from  time  to  time  may  be  illustrated 
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from  the  price-records  of  pig  iron  and  of  bar  iron  in  1902 
and  1903.^  The  concession  of  a  steady  and  moderate 
price  for  steel  rails  does  not  suffice  to  demonstrate  the 
beneficial,  or  even  the  harmless,  nature  of  the  quasi- 
monopolistic  power  of  a  great  Trust,  secured  from  the 
most  dangerous  kind  of  competition  by  a  tariff  with  rates 
of  duty  suited  rather  for  the  encouragement  of  an  infant 
industry  than  for  the  case  of  the  most  powerful  producers 
of  iron  and  steel  in  any  country  at  any  time. 


"  See  Appendix. 

APPENDIX 

AVERAGE   ANNUAL   PRICES   OF   IRON 

AND   STEEL   PRODUCTS 

Pig 

Iron 

Iron  I 

ARS 

Steel 

Rails 

Hematite  at 

Bessemer  at 

Middlesboro 

Pittsburg 

Cleveland 

Pittsburg 

Welsh  Ports 

Penna. 

Year 

per 

ton 

per  100 

lbs. 

per 

on 

1894 

$10.58 

$11.38 

$1.08 

$1-34 

$17-95 

$24.00 

1895 

10.68 

12.72 

1.05 

1-44 

18.40 

24-33 

1896 

11.21 

12.14 

1.09 

1.40 

22.51 

28.00 

1897 

12.13 

10.12 

I.I4 

1.31 

22.05 

18.75 

1898 

12.54 

10.33 

1. 17 

1.28 

22.05 

17.62 

1899 

15-97 

19.03 

1.50 

2.07  . 

26.22 

28.12 

1900 

19.27 

19.49 

2.03 

1.96 

35-28 

32.29 

I9OI 

14-32 

15-93 

1.48 

1.84 

27-37 

27-33 

1902 

14-43 

20.67 

1-35 

2.13 

26.46 

28.00 

1903 

13-68 

18.97 

1-39 

2.00 

26.31 

28.00 

1904 

12.26 

13-75 

1-33 

1.72 

21.60 

28.00 

1905 

14.84 

16.36 

1-37 

1.92 

24.94 

28.00 

1906 

16.68 

19.63 

1.56 

1.71 

31.02 

28.00 

British  prices  are  quarterly  averages,  American  prices  are  monthly- 
averages. 


THE  TARIFF  AND  THE  TRUSTS. 
—DISCUSSION. 

Henry  B.  Gardner:  So  far  as  Professor  Flux's 
paper  is  concerned,  it  will  suffice  to  say  that  I  find  my- 
self in  practical  agreement  with  it  and  I  shall,  therefore, 
use  the  few  minutes  at  my  disposal  in  pointing  out  in 
what  respects  the  presentations  of  the  subject  by  Mr. 
Clarke  and  Mr.  Holt  appear  to  me  open  to  criticism. 

I  may  say  at  the  beginning  also  that  in  so  far  as  these 
papers  are  open  to  criticism  it  seems  to  be  more  because 
of  a  partial  treatment,  a  failure  to  grasp  the  question  as 
a  whole,  than  because  of  positive  error  in  the  views  ad- 
vanced. I  venture  to  say  that  a  * 'trust"  does  not  mean 
the  same  thing  to  Mr.  Clarke  and  to  Mr.  Holt.  The  term 
represents  not  a  simple  idea  but  an  idea  made  up  of  vari- 
ous elements,  among  the  most  important  of  which  are 
concentration  in  control  and  management  of  industry, 
making  difficult  the  establishment  and  maintenance  of 
independent  enterprises  within  the  territory  covered  by 
the  combination,  and  ability  to  exercise  greater  control 
over  supply  and  price  than  is  possible  in  the  absence  of 
such  concentration  of  management  and  control. 

Bearing  in  mind  these  two  distinct,  although  frequently 
related,  elements  which  go  to  make  up  a  trust,  it  is  evi- 
dent that  they  may  be  differently  affected  by  such  an  in- 
fluence as  the  imposition  or  removal  of  import  duties. 

It  is  apparently  the  tendency  toward  concentration 
which  Mr.  Clarke  has  exclusively  in  mind.  He  points 
out  that  this  tendency  is  world-wide;  that  it  has  shown 
itself  in  England  as  well  as  in  protected  countries  and 
in  this  country  in  industries  in  no  way  dependent  on  the 
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tariff.  In  this  contention,  I  believe,  speaking  generally, 
he  is  right.  I  fail  to  see,  speaking  generally  again,  why 
in  a  country  such  as  the  United  States  either  the  motives 
for  or  the  conditions  w^hich  determine  the  possibility  of 
bringing  about  concentration  should  be  greatly  affected 
by  the  presence  or  absence  of  protective  duties.  Tariffs 
have  not  created  the  movement  towards  concentration  in 
industrial  control.  What  they  have  done  is  to  give  the 
movement  a  national  character  by  creating  distinct  econ- 
omic regions  coterminous  with  national  territories. 

When  we  turn  to  the  other  element  which  enters  into 
our  idea  of  a  trust,  namely,  the  power  to  control  prices, 
it  seems  equally  evident  that  this  power  is  increased  by 
import  duties  on  the  goods  which  the  trust  produces, 
when  in  the  absence  of  such  a  duty  foreign  goods  would 
be  imported,  that  is,  when  the  import  duty  is  not  merely 
nominal.  The  effect  is  practically  the  same  in  kind  as 
would  result  from  the  imposition  of  excise  duties  on 
domestic  products  outside  the  trust. 

The  establishment  of  this  truth  practically  constitutes 
the  whole  of  Mr.  Holt's  argument.  To  his  mind  appa- 
rently a  trust  shorn  of  its  power  over  prices  ceases  to  be  a 
trust.  It  is  a  truth  also  which  Mr.  Clarke  admits,  although 
he  seeks  to  minimize  its  importance  by  urging  that  the 
power  of  raising  prices  conferred  by  the  tariff  on  domes- 
tic monopolies  may  be  destroyed  through  other  agencies 
at  the  command  of  the  Government.  He  would  probably 
not  deny,  however,  that  these  other  agencies  are  both 
expensive  and  extremely  difficult  of  application. 

On  the  other  hand,  it  must  be  admitted  that  when  it  is 
a  question,  not  of  a  domestic  but  of  a  foreign  trust  in 
control  of  the  domestic  market,  a  protective  tariff  may, 
as  Mr.  Clarke  claims,  by  restricting  the  market  for  trust 
products  curtail  its  power  of  extortion  and  create  new 
competitors. 


The  Tariff  and  the  Trusts — Discussion  251 

To  sum  up : 

(i)  The  movement  towards  concentration  in  the 
control  of  industry,  wjiich  we  term  the  trust  movement, 
exists  independently  of  tariff  legislation. 

(2)  The  existence  of  tariffs  has  tended  to  impose 
upon  the  trust  movement  a  national  character. 

(3)  The  existence  of  an  import  duty  on  products 
coming  into  competition  with  the  products  of  the  trust 
within  the  territory  imposing  a  duty  will  probably  in- 
crease the  power  of  the  trust  to  control  prices,  and  the 
reduction  or  repeal  of  such  duties  may  afford  the  most 
important  and  effective  means  for  restricting  the  abuse 
of  this  power. 

(4)  The  imposition  of  import  duties  on  the  products 
of  foreign  trusts  may  prove  an  effective  means  of  re- 
stricting their  control  over  prices  within  the  territory 
imposing  the  duties. 

(5)  The  effect  of  all  such  measures  will  probably 
prove  temporary.  It  is  not  to  be  expected  that  a  final 
solution  of  the  trust  question  will  be  reached  through 
tariff  legislation. 

James  E.  Hagerty  :  Economic  writers  are  fairly 
well  agreed  on  what  constitutes  monopoly  and  how  mono- 
poly prices  are  fixed.  The  determining  of  price  is  the 
fundamental  thing  in  monopoly.  The  quantity  of  the 
commodity  it  is  necessary  to  control  to  determine  price 
varies  with  the  class  of  goods  produced  and  with  various 
conditions  of  production. 

The  tariff  is  not  s.olely  responsible  for  Trusts,  as  has 
been  claimed.  The  existence  of  Trusts  in  industries  in 
this  country  which  are  not  sheltered  by  protective  tariffs 
and  their  prevalence  in  England,  where  the  protective 
tariff  is  not  an  industrial  feature,  disprove  this  contention. 
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There  is,  however,  a  definite  causal  relation  between 
high  tariffs  and  the  power  of  some  American  trusts. 
Some  of  these  trusts  have  been  abl^  by  means  of  tariffs  to 
hold  up  prices  to  points  that  could  not  be  maintained  in 
the  absence  of  tariffs.  When  the  protective  tariff  is 
effective  it  raises  the  prices  on  imported  goods  in  the 
domestic  market  and  enables  the  home  producer  to  secure 
a  higher  price  for  his  commodities  than  he  would  other- 
wise secure  without  the  tariff.  With  freedom  of  compe- 
tition in  the  domestic  market  the  foreign  producer  may 
be  excluded  by  a  tariff  and  the  price  of  the  product  may 
be  made  less  than  that  of  foreign  goods  plus  the  tariff. 
If  competition  is  very  active  prices  may  be  but  slightly 
higher  than  they  would  be  if  we  had  no  tariff  at  all.  If 
the  domestic  producers  under  such  circumstances  effect  a 
successful  combination  it  is  possible  for  them  to  control 
the  home  market  and  raise  the  price  of  their  products  to 
that  of  the  foreign  goods  with  the  tariff  added.  In 
such  a  case,  then,  the  tariff  is  a  monopoly  supporting 
power  which  may  be  but  little  less  than  the  amount  of  the 
rates  levied. 

That  a  reduction  or  removal  of  the  tariff  would  injure 
or  destroy  some  of  the  competitors  of  a  trust  before  the 
latter  would  be  seriously  harmed,  is  doubtless  true.  How- 
ever, if  these  competitors  are  producing  without  natural 
advantages  and  at  great  costs  simply  because  they  are 
enabled  to  do  so  by  the  high  prices  maintained  by  the 
trusts  and  permitted  by  the  tariff,  it  is  an  open  question 
as  to  whether  their  existence  is  in  harmony  with  national 
interests. 

The  dangers  arising  from  the  development  of  inter- 
national trusts  in  industry  seem  to  be  remote.  When  that 
time  comes  some  other  policy  must  be  pursued  by  govern- 
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ments  aside  from  the  withdrawal  of  the  props  which  have 
been  in  part  supporting  the  trusts. 

Albert  C.  Whitaker  :  I  approach  this  issue  from  the 
standpoint  of  those  who  beheve  that  the  growth  of  large 
scale  industry,  in  a  word  the  formation  of  trusts,  should 
be  allowed  to  proceed  with  the  utmost  freedom.  I  be- 
lieve that  for  real  trust  evils  the  correct  remedy  is  merely 
the  maintenance  of  a  fair  competitive  field,  or  the  aboli- 
tion of  all  special  industrial  privileges.  In  any  case  this 
is  certainly  the  remedy  which  should  receive  first  trial. 
It  is  not  dijfficult  to  distinguish  in  principle  between  fair 
and  unfair  methods  of  competition,  nor  is  it  difficult  to 
apply  the  principle  to  actual  practices.  Methods  are  fair 
which  give  competitive  victory  to  efficiency,  solely  and 
simply.  The  obtainment  of  railway  rebates,  the  resort 
to  the  local  price  cut,  the  conclusion  of  factors'  agree- 
ments, are  "unfair"  because  through  them  a  perfectly 
capable,  nay  a  superior,  competitor  may  be  forced  to  the 
wall.  The  advantage  of  the  fair  field  remedy  is  that  it 
permits  the  utilization  of  the  economies  of  combination 
to  the  fullest  extent,  while  it  provides  in  the  long  run 
that  prices  shall  yield  only  those  pure  profits  which  are 
the  reward  of  superior  efficiency.  In  recent  times  in  this 
country  there  has  hardly  been  an  approximation  to  a 
fair  field,  and  those  trust  evils  which  may  be  regarded  as 
genuine  evils  are,  as  it  appears  to  me,  due  solely  to  this 
fact. 

As  for  the  tariff:  the  tariff  cannot  be  a  mother  of 
trusts  comparable  to  the  railway  rebate.  For  tariff  pro- 
tection is  open  equally  to  all  home  producers.  Only  when 
some  cause  or  condition  other  than  the  tariff  occasions  the 
unification  of  enterprises,  does  a  single  combination  come 
to  occupy  the  position  of  beneficiary  of  the  import  duties. 
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Nevertheless,  a  tariff  which  does  He  upon  a  trust  made 
product,  is  a  wholly  unwarrantable  barrier  in  the  fair 
field.  This  is  the  point  at  which  Mr.  Clarke  and  all  true- 
blue  protectionists  refuse  to  follow.  The  reason  is,  they 
regard  foreign  competition,  that  is,  competition  across 
a  political  line,  as  being  entirely  distinct  in  its  nature  and 
effects,  as  involving  a  train  of  peculiar  and  dangerous 
industrial  evils.  This  opens  up. the  question  of  the  rela- 
tion of  foreign  trade  to  home  industry,  in  a  word  the 
general  question  of  protectionism;  and  a  remunerative 
discussion  of  the  special  issue  before  us  cannot  be  con- 
ducted without  reference  to  this  wider  problem. 

Infant  industry  protection  within  limits,  and  protection 
required  to  force  the  production  of  war  materials  not 
otherwise  producible  at  home,  may  be  granted  to  be  legit- 
imate. But  I  should  dislike  to  confess  myself  so  unso- 
phisticated as  to  believe  that  the  present  conditions  of  this 
land  of  ours  give  opportunity  for  the  employment  of  these 
kinds  of  protection.  The  protection  we  have  to-day  is 
based  on  the  theory  that  it  is  contrary  to  public  policy  to 
buy  from  foreigners  in  any  instance  where  this  can  "pos- 
sibly" be  avoided,  for  the  reason  that  they  are  foreigners. 
It  is  because  of  this  wholly  erroneous  theory  that 
Mr.  Clarke  finds  himself  impelled  to  interpret  all 
cases  of  dumping — not  as  symptomatic  of  the  exaction 
from  home  consumers  of  unnecessary  and  illegitimate 
tariff  profits — but  as  measures  requisite  to  keep  home 
prices  lower  than  they  otherwise  could  be.  Occasional 
cases  of  dumping  may  answer  to  the  latter,  or  Mr. 
Clarke's,  interpretation.  Typical  dumping  in  fact,  I  take 
it,  answers  to  Mr.  Holt's  interpretation.  The  same  mis- 
conception makes  Mr,  Clarke  develop  an  extraordinary 
solicitude  for  the  lesser  independents  at  the  first  mention 
of  removal  of  the  tariff  on  trust  made  goods.     He  is 
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impelled  to  suppose  the  trust  could  stand  free  trade  but 
that  the  independents  could  not.  This  is  an  admission 
that  in  the  supposed  case  the  independents  do  not  have 
the  competing  power  to  force  the  trust  to  relinquish  its 
hereby  confessed  largesses.  Foreign  competition  would 
be  able  to  effect  this  end,  but  is  rejected  as  if  essentially 
evil  per  se.  The  time  is  past  for  us  to  spurn  the 
certain  benefits  of  foreign  competition  because  of  mer- 
cantile misapprehensions  of  its  nature.  Frequently 
enough  neither  trust  nor  independents  really  need  the 
tariff  subsidy.  Mr.  Clarke's  mistaken  conceptions  also 
lead  him  to  refer  to  all  foreign  sellers  as  rapacious  mon- 
sters who  would  destroy  us  by  selling  us  wares  cheap. 
Resistance  to  tariff  reduction  on  trust  or  other  pro- 
ducts, comes  from  a  totally  false  doctrine  regarding  the 
relation  of  trade  to  industry,  as  far  as  theory  is  con- 
cerned; and  as  far  as  practice  is  concerned,  is  associated 
with  the  practice  of  granting  duties,  or  indirect  bounties, 
to  the  representatives  of  special  beneficiary  interests  lob- 
bying before  quiet  congressional  committees.  The  ex- 
istence of  protected  combinations  only  furnishes  an 
additional  reason  for  a  tariff  revision,  which  is  called  for 
even  if  there  were  no  trusts.  It  goes  without  saying  that 
the  unbuilding  of  the  tariff  system  should  be  careful  and 
gradual  to  enable  necessary  readjustments  to  be  made 
with  the  least  possible  temporary  and  incidental  loss. 


CHILD  LABOR  IN  THE  UNITED  STATES.^ 

SAMUEL   McCUNE   LINDSAY. 

About  thirty  years  ago  the  employment  of  young 
children  in  American  industries  assumed  proportions 
that  called  forth  protests  from  many  quarters  and  espe- 
cially from  organized  labor.  The  evils  of  such  premature 
employment  have  increased  continuously  from  that  date 
to  this  and  the  volume  of  protest  has  grown  proportion- 
ately, and  now  includes  the  organized  womanhood  of  the 
country,  the  public  educational  authorities,  charitable  and 
philanthropic  associations,  State  and  local  child  labor 
committees,  and  lastly  a  National  Child  Labor  Commit- 
tee, representing  the  widest  diversity  of  geographical 
distribution  and  of  political,  ecclesiastical,  business,  and 
social  interests.  We  now  have  a  national  problem  on 
our  hands  that  has  attracted  the  attention  of  the  Presi- 
dent, the  Congress,  nearly  every  State  Legislature,  and 
practically  the  entire  press  of  the  country. 

The  program  of  the  child  labor  movement  has  assumed 
definite  shape  in  at  least  three  demands :  ( i )  The  abso- 
lute elimination  of  the  child  under  fourteen  years  of 
age  from  the  ranks  of  wage  earners  and  from  gainful 
and  industrial  occupations.  This  means  that  the  years 
up  to  the  fourteenth  birthday  shall  be  sacredly  guarded, 
and  their  chief  purpose  be  directed  to  play,  physical  de- 
velopment, intellectual  and  industrial  education.  The 
child  under  fourteen  is  therefore  to  be  regarded  as  hav- 
ing no  economic  value,  no  proper  status  as  a  producer  of 

^  The  complete  paper,  of  which  this  is  merely  an  abstract,  will  be 
printed  later,  and  will  be  mailed  by  Dr.  Lindsay  to  any  member  of 
the  Association  desiring  it.  The  abstract  was  received  too  late  to 
be  inserted  in  its  proper  place  in  the  Proceedings. 
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wealth,  but  to  be  guaranteed  by  society  this  period  of 
freedom  and  growth  as  an  investment  for  the  future  and 
an  asset  of  the  State.  (2)  The  further  prohibition  of 
employment  at  nightwork,  or  in  occupations  dangerous 
to  life,  health,  and  morals  for  all  children  up  to  the  six- 
teenth birthday.  This  means  that  owing  to  the  peculiar 
dangers,  physical  and  moral,  incident  to  night  work  for 
children  entering  on  the  adolescent  period,  and  in  occu- 
pations like  mining,  and  where  dangerous  machinery  or 
poisonous  materials  are  used,  and  hence  greater  judg- 
ment demanded,  the  age  limit  at  which  legal  employment 
may  begin  is  raised  from  14  years  to  16  years.  (3)  For 
all  children  between  fourteen  and  sixteen  years  of  age 
who  may  be  legally  employed  in  occupations  not  danger- 
ous to  life,  health,  or  morals,  a  state  license  or  employ- 
ment certificate  is  demanded  which  shall  guarantee  that 
the  child  so  employed  has  the  necessary  physical  devel- 
opment and  strength  for  its  work  and  has  had  a  certain 
modicum  of  an  English  education  to  fit  it  for  intelligent 
citizenship. 

In  the  efforts  to  realize  this  program  reliance  has  been 
had  chiefly  thus  far  on  State  legislation,  supported  by  an 
educated  public  opinion  on  this  subject.  National  legis- 
lation is  not  impossible,  however,  and  if  the  Beveridge- 
Parsons  Child  Labor  bill  now  before  Congress  becomes 
law  it  will  both  necessitate  and  greatly  facilitate  more  ef- 
fective State  regulation  along  lines  it  is  now  following. 
It  will  not  take  away  from  the  States  any  of  their  present 
opportunities  to  carry  out  this  program  within  their  re- 
spective borders. 

The  National  government  should  do  more  to  give  its 
citizens  in  the  several  States  more  adequate  information 
concerning  the  real  extent  of  the  evils  of  child  labor, 
which  has  so  many  ramifications  in  matters  of  the  greatest 
public  concern,  such  as  the  public  school,  normal  family 
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life,  the  physical  efficiency  of  our  racial  stock,  and  the 
moral  and  intellectual  training  of  our  citizenship. 

In  conclusion,  I  submit  the  following  table  of  statistics 
of  child  labor  based  on  the  last  Federal  Census.  I  wish 
to  condemn  severely  recent  attempts  to  discredit  and 
minimize  the  statistics  of  child  labor,  which  are  obviously 
intended  as  an  apology  for  employers  who  have  resisted 
legislation  to  protect  childhood,  violated  existing  agree- 
ments, evaded  existing  legislation,  and  shown  a  lack  of 
concern  for  the  children  of  the  nation. 

Some  United  States  Census  Statistics  of  Child  Labor. 

Increase       1906 
1880.  1900.        per  cent,  estimated. 

Population  of  Continental 

United  States  50,155,783      75.568,686        50.6      83,189,756 

Total  number  of  children 
ID    to    15     (inclusive) 

years  of  age 6,649,483        9,613,252        44.5      10,502,380 

Number  of  children  10  to 
15  (inclusive)  years  of 
age  engaged  in  gainful 

occupations    1,118,356        i,75o,i78        56.5        1,939,524 

Boys    825,187        1,264,411        53-2 

Girls    293,169  485,767        65.7 

Per  cent,  which  children 
10  to  15  (inclusive) 
years  of  age  at  work 
constitute  of  all  chil- 
dren 10  to  15  inclusive  16.8%  18.2% 
Total  number  of  children 
10  to  15  (inclusive) 
years  of  age  engaged 
in  trade  and  transpor- 
tation             38,657           122,362      216.5  147,352 

Boys    35,609  100,174      181.3 

Girls    3,048  22,188      627.9 

Total  number  of  children 
10  to  15  (inclusive) 
years  of  age  engaged 
in  manufacturing  and 
mechanical  pursuits  ...        133,007  283,869      1134  329,127 

Boj's    86,171  170,653        980 

Girls    46,836  113,216      141.7 
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Children  10-13  Children  14-15 

(inclusive).  (inclusive). 

All  gainful  occupations 790,623  959,555 

Agricultural     604,265  457,706 

Trade  and  transportation 21,875  100,487 

Mechanical  and  manufacturing  pursuits         62,532  221,337 

Domestic  and  personal  service 101,513  177,518 

Professional  service   438  2,507 


CHILD  LABOR  IN  THE  UNITED  STATES. 
—DISCUSSION. 

Charlotte  Perkins  Oilman  :  There  are  three  quite 
distinct  points  of  view  from  which  to  study  this  question 
of  child  labor.  The  first  is  in  its  effect  on  the  child,  and 
that  may  be  settled  at  once  by  any  ordinary,  rational, 
well-educated  person,  even  without  waiting  for  the  bu- 
reaus to  gather  more  information.  The  advantage  of 
a  long  period  of  immaturity  is  well  known.  Every  higher 
race,  in  proportion  to  its  development,  has  an  ever-grow- 
ing longer  period  of  immaturity,  for  in  that  prolonged 
period  comes  the  growth,  the  development  that  elevates 
the  race.  Therefore,  whenever  a  child  is  set  to  work 
before  he  is  mature,  it  limits  the  period  of  growth,  and 
therefore  steadily  checks  the  development  of  the  race. 
With  that  check  in  growth  comes  premature  develop- 
ment. Children  who  are  set  to  work  reach  this  pretense 
of  maturity — pathological  maturity — earlier,  marry  ear- 
lier, have  children  earlier;  and  this  constitutes  a  steady 
reduction  in  the  value  of  the  race.  For  that  reason  every 
child  has  a  personal  right  to  his  full  growth,  that  he  may 
become  a  perfect  citizen. 

Next  comes  the  family  question  with  regard  to  the 
child.  And  here  we  are  met  by  a  host  of  ancient  preju- 
dices and  misconceptions.  Most  people,  and  notably  most 
women,  assume  that  children  are  personal  property — 
that  the  child  is  "my  child."  And  I  have  heard  most 
estimable  women  defend  child  labor  on  the  ground  that 
the  poor  mother  needed  the  money.  Now,  the  poor 
mother  might  need  meat,  but  that  would  not  give  her  the 
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right  to  eat  the  child.  The  mother's  need  has  no  con- 
nection with  the  child.  It  is  not  right  to  set  the  children 
to  providing  bread  for  the  family.  It  is  as  abnormal  a 
proposition  as  it  would  be  to  see  a  hen  eat  her  own 
chickens  or  eggs.  The  family  has  no  claim  upon  the  child 
comparable  to  the  child's  claim  on  the  family. 

But  both  those  things  can  be  laid  aside  absolutely,  in 
connection  with  the  very  much  larger  question  of  the 
relation  of  the  child  to  society.  And  this  is  what  we  have 
so  fully  overlooked  in  looking  at  it  as  a  member  of  the 
family.  The  child  is  a  citizen,  from  birth — just  as  much 
when  it  is  so  long  (illustrating  the  length  of  an  infant) 
as  when  it  is  six  feet  high.  The  child  has  social  rights. 
Those  rights  are  based  on  social  utilities,  as  are  all  social 
rights ;  and  practically  the  condition  amounts  to  this : 
a  physical  human  being  will  mature  and  be  able  to  repro- 
duce his  kind  at  quite  an  early  age.  It  takes  longer  to 
make  a  member  of  society.  A  boy  may  be  a  father  or  a 
g^rl  may  be  a  mother  much  earlier  than  either  may  be- 
come a  doctor  or  a  lawyer  or  even  a  good  plumber.  The 
physical  maturity  is  one  thing ;  the  social  maturity  is  quite 
another.  As  society  advances,  the  child  needs  a  longer 
and  longer  period  of  childhood  in  order  that  it  may  serve 
society  better.  Now,  if  society  ignores  this  relation  and 
leaves  the  child  to  the  tender  mercies  of  its  parents,  you 
have  this  constant  replenishment  of  the  lower  classes  with 
still  lower  types.  The  little  children  that  are  put  to  work 
cannot  be  put  to  the  higher  grades  of  work.  You  steadily 
increase  the  incompetent  people  instead  of  increasing  the 
more  competent  people.  Every  child  should  be  consid- 
ered as  a  social  asset,  and  we  should  endeavor  to  influence 
in  that  child  all  that  is  necessary  to  make  him  a  valuable 
member  of  the  community  or  to  make  her  a  valuable 
member  of  the  community.    This  takes  not  only  our  ex- 
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tremely  valuable  system  of  education,  but  a  much  more 
extended  care.  Ask  yourselves,  any  of  you  who  have  the 
peculiarity  of  a  logical  mind,  why  it  is  wise  and  right  and 
useful  and  practical  and  commendable  for  the  state  to  tax 
itself  to  furnish  a  child  with  an  English  education  and  not 
furnish  the  child  with  food  or  with  clothes  or  with  tech- 
nical education  or  with  employment.  The  relation  of  the 
state  to  the  child  is  steadily  enlarging.  In  most  primitive 
conditions  you  find  the  child  with  nothing  but  parents, 
though  even  in  the  most  primitive  conditions  the  tribe 
initiates  the  child  into  the  tribal  life.  That  relation  should 
grow,  should  increase  as  civilization  increases.  Against 
this  stands  the  great  body  of  prejudice,  instinct,  un- 
reasoning conviction,  the  undeveloped  motherhood  of  the 
world.  We  need  among  our  women  a  recognition  of 
their  social  responsibility  to  their  children.  That,  I  think, 
is  what  lies  before  us  in  this  study  of  child  labor.  At  the 
best  that  is  an  absolute  injury  to  every  child,  no  matter 
how  good  the  profession,  no  matter  how  healthful  and 
clean.  If  the  child  is  to  grow  up  to  be  a  valuable  citizen, 
it  is  a  mistake  for  him  to  do  work  until  he  is  so  grown. 
So  there  are  three  distinct  points :  ( i )  Every  child 
has  a  personal  right  to  his  full  growth.  (2)  The  family 
has  no  property  rights  in  the  child.  (3)  The  state  should 
enlarge  its  services  to  the  child  until  it  has  fulfilled  its 
whole  duty. 

Francis  H.  McLean:  The  poor-widow  argument  is 
met  everywhere  by  those  striving  for  the  abatement  of 
child-labor.  It  is  claimed  that  the  necessary  family  read- 
justments following  any  forcing  back  into  school  of  num- 
bers of  children  engaged  in  gainful  occupations  mean  that 
many  families,  especially  those  in  which  the  heads  are 
widows  or  deserted  wives,  will  suffer  long  and  continued 
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hardships.  It  cannot  be  too  emphatically  stated,  how- 
ever, that  that  argument  is  a  mere  bugaboo — a  theory 
which  so  far  has  never  been  borne  out  by  the  facts.  Indi- 
vidual cases  of  hardship  there  are,  of  course.  But  these 
cases  are  scattered  and  isolated,  and  can  easily  be  looked 
after  by  any  efficient  philanthropic  agency.  In  other 
words,  economic  conditions  have  not  yet  become  so  severe 
in  the  United  States  that  any  considerable  portion  of  the 
population  is  compelled  to  depend  for  subsistence  upon 
the  earnings  of  children  under  fourteen  years  of  age. 
Let  me  cite  two  most  striking  bits  of  history.  At  the 
time  of  the  passage  of  the  recent  new  child-labor  law  in 
Illinois,  the  state  Federation  of  Women's  Clubs  met  the 
poor-widow  specter  by  promising  to  provide  scholarships 
for  all  children  forced  back  into  school  whose  earnings 
were  actually  necessary  for  the  support  of  families.  It 
requested  the  state  factory  inspectors,  school  officials, 
charity  organization  societies,  etc.,  to  report  all  cases  to 
them.  After  careful  investigation  it  was  found  that  the 
number  of  scholarships  required  was  amazingly  small  in 
number.  If  I  mistake  not,  not  over  twenty-five  have  been 
granted  up  to  this  time.  Again,  the  Brooklyn  Bureau  of 
Charities  has  announced  publicly  again  and  again  during 
the  last  year  that  it  stood  ready  to  provide  similar  scholar- 
ships for  cases  arising  in  Brooklyn  where  actual  hardship 
was  involved.  The  number  granted  to  date  is  only  ten. 
Of  course,  many  cases  of  alleged  hardship  were  investi- 
gated and  found  not  to  exist. 

Now,  what  does  this  mean?  Mrs.  Oilman  has  told 
you  that  the  interests  of  the  child  must  be  considered 
paramount  to  the  interests  of  its  parent  or  parents.  I 
want  to  go  one  step  farther  and  say  that  even  the  interests 
of  the  parent  are  often  interfered  with  when  child  labor 
is  permitted.     That  the  readjustments  in  families  in  Chi- 
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cago,  Brooklyn,  and  other  places  was  accomplished  with 
so  little  drain  upon  philanthropic  resources  indicates 
plainly  (i)  that  the  earnings  of  some  children  were  not 
at  all  necessary  for  the  support  of  their  families,  and  (2) 
that  the  working  of  others  meant  only  that  the  parent  or 
parents  or  other  members  of  the  family  were  not  doing 
all  they  should  and  could  do.  In  other  words,  there  was 
reserve  force  in  many  families  which  was  only  called  out 
when  the  easy  method  of  supplementing  incomes  by  hav- 
ing the  children  work  was  taken  away. 

Pursuing  our  search  farther,  we  are  just  beginning  to 
realize  how  many  factors  are  responsible  for  the  existence 
of  child  labor,  besides  purely  economic  ones.  We  said 
a  few  moments  ago  that  in  many  cases  the  earnings  of 
the  children  were  not  even  apparently  required  for  the 
sustenance  of  families.  Why,  then,  were  the  children  at 
work?  Just  now  there  are  several  investigations  being 
carried  on  along  the  same  line  in  New  York  City,  which 
will  throw  much  light  on  this  question.  Inquiry  is  being 
made  as  to  just  why  children  apply  for  their  working 
papers  and  leave  school  when  they  have  reached  the  mini- 
mum age  and  scholarship  required  by  law.  Why  do  they 
leave  then  instead  of  going  on  through  the  rest  of  the 
grammar-school  course  at  least,  as  do  many  of  their  fel- 
low-pupils ?  It  is  not  possible  to  give  the  probable  results 
of  these  investigations  at  the  present  time.  I  do  know, 
however,  that  already  many  causes  bulk  largely  in  the 
returns,  and  that  economic  reasons  are  not  of  primary 
importance.    Let  us  examine  some  of  these  other  causes : 

I.  Transplanted  Old  World  ideals.  To  the  Italian,  for 
instance,  the  boy  of  twelve  is  ripe  for  work.  The  father 
may  remember  that  he  himself  started  at  that  age — why 
should  not  his  child?  He  forgets  that,  while  he  went  to 
work  on  the  farm  or  truck  garden,  his  son  must  go  into 
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a   factory   and    must   fight   many   deadly   and   invisible 
enemies. 

2.  Lack  of  proper  facilities  for  manual  training  in  the 
public  schools.  By  careful  inquiry  it  has  become  apparent 
that  in  many  instances  both  parents  and  children  would 
have  welcomed  more  schooling  if  there  had  been  an  in- 
fusion of  practical  training  of  the  hands.  The  instinct, 
the  craving,  to  make  objective  things  is  with  many  a  child, 
boys  particularly.  If  it  is  not  satisfied  in  school,  he  will 
seek  it  in  the  workshop.  The  responsibility  for  many  a 
prematurely  aged  child  rests  upon  this  great  lack  of  our 
public-school  system. 

3.  Closely  connected  with  this  is  the  lack  of  social  and 
recreational  opportunities  for  many  of  the  children — a 
lack  which  they  see  is  partly  obviated  among  young  peo- 
ple who  go  to  work  and  have  at  least  a  part  of  their  in- 
come for  themselves.  It  is  not  a  far-fetched  considera- 
tion— the  presence  or  absence  of  playgrounds  and  gym- 
nasia, and  breathing-spaces  for  the  development  of  the 
child's  normal  play-life  as  a  factor  in  child  labor.  Any- 
thing which  broadens  child-life  in  our  crowded  neigh- 
borhoods will  inevitably  reduce  that  restlessness  which  so 
easily  leads  to  a  desire  for  the  excitements  of  earning 
one's  own  money.  The  work  of  a  child,  say  between 
fourteen  and  sixteen,  may  often  embody  in  it  much  unde- 
veloped play-instinct. 

4.  There  are  other  instances  in  which  lack  of  parental 
control  is  responsible  for  children  starting  to  work.  Chil- 
dren having  fair  recreational  opportunities  go  to  work 
because  they  are  the  real  rulers  of  the  household,  and 
sudden  whims  and  caprices  induce  them  to  give  up  school. 

5.  Backward  and  stupid  children,  ashamed  because 
obliged  to  be  in  classes  composed  mostly  of  children 
younger  than  themselves,  quite  naturally  seek  to  escape 
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from  school  as  soon  as  possible.  They  can  be  kept  only 
by  the  system  of  ungraded  classes  with  personal  instruc- 
tion. 

These,  then,  are  some  of  the  causes  of  early  child  labor. 
It  will  be  seen  that  they  do  not  arise  from  economic  con- 
siderations on  the  part  of  the  families  involved.  On  the 
contrary,  if  the  investigations  now  being  conducted  in 
New  York  City  are  verified  by  investigations  made  in 
other  places,  we  shall  have  very  strong  arguments  for 
agitating  for  an  increase  of  the  minimum  age  limit  to 
fifteen  or  even  sixteen  years. 

Even  then,  however,  we  shall  not  protect  childhood  in 
some  ways  as  well  as  it  is  protected  in  France.  Of 
course,  France,  imfortunately,  has  a  low  minimum  age 
limit  of  thirteen  years.  In  time  this  will  be  rectified.  On 
the  other  hand,  however,  France  protects  its  children, 
both  male  and  female,  up  to  the  age  of  eighteen,  besides 
all  women.  By  a  series  of  administrative  decrees  it  bars 
the  employment  of  youths,  sometimes  up  to  the  age  of 
sixteen,  some  times  up  to  the  age  of  eighteen,  in  hundreds 
of  important  industries  on  the  ground  that  they  are  un- 
healthful.  Not  only  are  dangerous  occupations  interdicted, 
but  employment  in  workshops  where  noxious  gases  or 
vapors  or  injurious  dust  are  present.  Sometimes  the 
removal  of  these  by  efficient  systems  of  ventilation  makes 
the  employment  of  children  possible ;  more  often  not  even 
this  loophole  is  left.  Of  course,  there  are  general  pro- 
hibitions in  American  child-labor  legislation  and  adminis- 
tration of  this  same  sort,  but  as  a  rule  the  interdicted 
occupations  are  those  which  are  considered  to  be  actually 
and  menacingly  and  obviously  dangerous.  There  is  no 
such  careful  and  painstaking  exclusion  of  the  child  from 
occupations  which  may  insidiously  undermine  health 
through  the  inhalation  of  foreign  substances  not  imme- 


Child  Labor  in  the  United  States — Discussion       267 

diately  dangerous.  I  have  not  time  now  to  read  over 
some  of  the  present  French  prohibitions,  but  I  can  say- 
that  the  number  of  important  industries  covered  is  very- 
large  indeed. 

Why  is  there  this  difference  between  American  and 
French  standards?  Why  is  it  that  France,  with  a  low 
minimum  age  limit,  guards  its  youth  up  to  the  age  of 
eighteen,  while  the  model  states  in  America  have  a  higher 
age  limit,  but  offer  practically  no  protection  to  the  child 
when  legally  put  to  work?  The  answer  is,  I  think,  that 
France  has  more  consistently  viewed  the  dangers  of  child 
labor  from  the  physical  standpoint,  than  we  have.  We 
have  always  taken  the  physical  standpoint  as  our  starting- 
point,  but  have  sometimes  hurried  on  to  moral  and  intel- 
lectual considerations,  and  have  perhaps  not  given  enough 
time  to  the  primary  dangers.  Never  for  a  moment  have 
French  legislators  and  administrators  forgotten  that 
health  was  first  involved ;  never  have  they  forgotten  that 
a  boy  of  sixteen  was  still  a  boy  and  not  a  man ;  never 
have  they  been  betrayed  into  the  absurdity  of  presuming 
him  to  be  in  all  respects  mature — the  kind  of  absurdity 
which  Mrs.  Oilman  has  so  vividly  gridironed.  When 
we  have  hammered  up  our  minimum  age  limit  here  in 
America,  it  behooves  us  to  enter  the  path  which  France 
and  other  countries  have  blazed  for  us,  in  protecting  our 
younger  workers  from  those  invisible  enemies  of  the 
human  body  against  which  even  the  mature  workers  have 
to  battle  hard. 
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PREFACE. 

This  essay  is  called  a  sketch  rather  than  a  history  be- 
cause it  is  concerned  with  general  questions  of  financial 
policy  and  not  details  of  legislation  or  administration.  In 
order  to  study  the  former  it  was  necessary,  of  course,  to 
investigate  somewhat  minutely  the  history  of  the  expendi- 
tures, revenues,  and  debts  of  Massachusetts;  but  always 
as  elements  in  a  general  problem,  and  never  as  objects  of 
independent  interest.  It  will  be  observed,  further,  that 
the  author  has  not  dwelt  at  length  on  the  lessons  which 
the  past  may  have  for  students  of  the  financial  questions 
of  the  present.  He  has  been  content  to  describe  policies, 
estimate  critically  their  results,  and  allow  the  narrative  to 
point  its  own  moral,  if  moral  it  has.  In  his  investiga- 
tion the  author  has  had  the  interest  and  generous  aid  of 
the  state  auditor,  Hon.  Henry  E.  Turner;  the  tax  com- 
missioner, Hon.  W.  D.  T.  Trefry;  and  the  treasurer, 
Hon.  Arthur  B.  Chapin.  He  has  had  also  the  constant 
assistance  of  his  wife. 

Charles  J.  Bullock. 

Cambridge,  October  30,  1906. 


CHAPTER  1. 
Introduction. 

The  finances  of  Massachusetts  in  colonial  and  pro- 
vincial days  have  been  carefully  studied  by  several  in- 
vestigators,^ but  little  attention  has  been  given  to  the 
subsequent  experience  of  the  commonwealth.^  In  partial 
supply  of  the  deficiency,  this  essay  proposes  to  consider 
the  financial  policy  of  the  state  since  the  establishment  of 
the  present  government  under  the  constitution  of  1780. 

Studies  of  the  earlier  period  have  shown  that  in  the 
seventeenth  century  a  financial  system  was  established 
which  in  its  main  outlines  survived  until  the  close  of  the 
eighteenth.  The  expenses  of  the  province  and  common- 
wealth were  comparatively  light,  providing  the  bare 
necessities  of  civil  government  upon  a  modest  scale;  and 
the  revenues  were  derived  chiefly  from  a  tax  upon  polls 
and  estates,  although  indirect  taxes  were  employed  to 
some  extent  in  order  to  reduce  the  weight  of  direct  taxa- 
tion. 

The  tax  upon  polls  and  estates  developed  out  of  occa- 

^  C.  H.  J.  Douglas,  The  Financial  History  of  Massachusetts  to 
the  American  Revolution;  A.  McF.  Davis,  Currency  and  Banking 
in  the  Province  of  Massachusetts  Bay;  J.  B.  Felt,  Historical  Ac- 
count of  Massachusetts  Currency,  and  Statistics  of  Taxation  in 
Massachusetts;  Osgood,  The  American  Colonies  in  the  Seventeenth 
Century,  I,  468-495. 

"  The  last  part  of  Felt's  Statistics  of  Taxation  covers  imperfectly 
the  period  from  1780  to  1840.  Besides  this  there  is  an  article  in  the 
Bankers'  Magazine,  Vol.  I.  See  also  R.  H.  Whitten,  Public  Admin- 
istration in  Massachusetts,  lOO-iii. 
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sional  levies  which  the  government  made  upon  the  sev- 
eral towns  between  1630  and  1634.  At  first  the  quota  of 
each  town  seems  to  have  been  raised  by  the  local  authori- 
ties in  such  manner  as  they  saw  fit,  but  in  1634  the  Gen- 
eral Court  ordered  that  thereafter,  "in  all  rates  and 
publique  charges",  every  man  should  be  taxed  "according 
to  his  estate"  and  "not  according  to  the  number  of  his 
persons".  In  1646  the  tax  was  made  an  annual  charge, 
and  its  assessment  and  collection  were  regulated  in  greater 
detail.  Every  male  above  sixteen  years  was  to  contribute 
twenty  pence ;  laborers,  artificers,  and  others  were  to  pay 
an  additional  rate  according  to  their  earnings;^  and  all 
property  was  to  be  charged  one  penny  in  the  pound  upon 
a  valuation  prescribed  in  the  statute.  Although  subject 
to  change  in  various  details,  this  tax  was  bequeathed  by 
the  colony  to  the  province,  and  by  the  province  to  the 
state,  becoming  embedded  in  the  first  constitution  which 
empowered  the  legislature  to  levy  "proportional  and  rea- 
sonable assessments,  rates,  and  taxes"  upon  persons  and 
property  within  the  commonwealth.^ 

Indirect  taxation  began  with  the  duty  imposed  upon  the 
beaver  trade  from  1632  to  1635,  and  an  impost  upon  im- 
ported fruit,  sugar,  spice,  wine,  spirits,  and  tobacco, 
established  in  1636  and  repealed  piecemeal  in  1637  and 
1638.  In  1 64 1  a  five-per-cent.  duty  was  imposed  upon 
the  fur  trade,  and  three  years  later  the  General  Court 
established  a  license  tax  upon  retailers  of  wine.     In  1649 


*This  was  the  so-called  "faculty"  tax  which  in  1738  became  a 
tax  on  the  income  or  profit  of  any  trade,  faculty,  or  business,  and 
has  survived  in  our  present  tax  upon  income  from  trades  or  pro- 
fessions in  excess  of  $2,000  per  year.  It  has  never  been  an  important 
item  in  the  assessment.  Cf.  Kinsman,  The  Income  Tax  in  the  Com- 
monwealths of  the  United  States,  3-4,  17-28;  Seligman,  The  Income 
Tax  in  American  Colonies  and  States,  Political  Science  Quarterly,  X. 

*  The  history  of  the  apportionment  of  the  tax  is  discussed  by 
Whitten,  Public  Administration  in  Massachusetts,  100-106. 
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customs  duties  were  laid  upon  certain  goods  imported 
from  neighboring  colonies  or  exported  to  them,  and 
twenty  years  later  a  systematic  impost  act  established  a 
general  tariff  of  a  penny  in  the  pound  upon  all  imports 
with  the  exception  of  salt,  wool,  fish,  and  some  other 
necessities.  In  the  eighteenth  century  impost  and  excise 
legislation  underwent  many  changes,  but  the  general  scale 
of  duties  remained  low,  and  exemptions  were  made  in 
favor  of  goods  of  English  or  British  manufacture.  At 
no  time  did  the  income  from  such  sources  enable  the  pro- 
vince to  dispense  with  the  tax  upon  polls  and  estates  as 
the  mainstay  of  the  finances,^  although  in  1672,  1693, 
1750,  and  1768  the  usual  levy  was  omitted. 

After  the  initial  difficulties  in  organizing  a  financial 
system  in  a  sparsely  settled  plantation,  the  principal  dis- 
turbing factor  in  the  colonial  and  provincial  finances  was 
the  recurring  warfare,  first  with  the  Indians  and  then  with 
the  French  and  their  Indian  allies.  The  Pequot  War 
increased  the  annual  levy  to  three  and  even  fourfold  its 
former  proportions;  King  Philip's  uprising  multiplied  it 
by  ten ;  and,  finally,  the  outbreak  of  the  first  war  with  the 
French  furnished  the  occasion  for  the  first  issue  of  paper 
money,  in  1690.  The  first  bills  of  credit  ran  for  a  com- 
paratively short  period,  and  were  redeemed  with  fair 
punctuality.     But  in   1704  the  General  Court  began  to 


°  From  1650  to  1654  the  indirect  taxes  yielded  £1,129,  and  the 
direct  £6,570;  for  the  year  ending  June  30,  1693,  the  import,  tonnage, 
and  excise  duties  yielded  £4,207,  while  the  province  tax — omitted  in 
1693 — was  £30,000  in  1692  and  £14,400  in  1694.  Felt,  Statistics  of 
Taxation,  243,  290,  and  309.  In  1748  the  impost,  tonnage,  and  excise 
yielded  £33,480  in  depreciated  paper,  while  the  province  tax  was 
£381,672.  Douglass,  Summary  of  the  British  Settlements,  I,  527. 
In  1786  the  impost  and  excise  yielded  £50,237,  probably  an  exceptional 
amount;  while  the  state  tax,  omitted  in  1787,  was  £311,000  in  1786 
and  £78,262  in  1788.  Swan,  Observations  on  the  Finances  of  Massa- 
chusetts, 55 ;  Felt,  Statistics  of  Taxation,  474. 
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postpone  redemption  of  the  bills  which  steadily  grew  in 
volume  until  they  depreciated.  Thenceforth  for  an  entire 
generation  the  province  floundered  in  a  financial  and 
moral  quagmire,  piling  up  obligations  which  it  displayed 
no  intention  of  meeting,^  until  bankruptcy  impended. 
From  this  it  was  saved,  however,  by  a  large  grant  of 
specie  from  Parliament,  in  reimbursement  of  expenses  in- 
curred during  King  George's  War,  With  this  extraor- 
dinary resource,  resolute  and  intelligent  leadership  en- 
abled the  province  in  1750  to  redeem  the  outstanding 
paper  and  return  to  a  specie  basis  upon  which  it  pros- 
pered as  never  before. 

Then  followed  twenty-five  years  of  rational  finance, 
embarrassed,  but  not  overwhelmed,  by  the  heavy  obliga- 
tions incurred  during  the  French  and  Indian  War.'^  How 
far  the  wisdom  and  conservatism  of  these  years  were  due 
to  Parliamentary  enactments  prohibiting  the  issue  of  bills 
of  credit,^  how  far  they  may  be  attributed  to  the  restrain- 
ing influence  of  the  royal  governor,  or  how  far  they  were 
the  result  of  popular  enlightenment  after  the  sad  experi- 
ences of  the  paper-money  era,  we  need  not  now  try  to 
determine.  It  suffices  to  know  that,  thanks  to  a  vigorous 
policy  with  respect  to  taxation,  and  with  aid  from  reim- 
bursements again  granted  by  Parliament,  the  war  debt 


*  Mr.  Douglas  characterizes  the  pohcy  of  the  province  at  this 
period  as  follows:  "It  consisted  simply  in  a  persistent  refusal  to 
raise  by  direct  taxation  one  penny  more  than  a  sum  calculated,  not 
always  accurately,  to  be  just  sufficient  ...  to  cancel  maturing 
obligations,  and  in  the  abandonment  of  the  constantly  increasing 
current  expenses  of  the  government  to  be  met  by  larger  and  larger 
issues  of  bills  of  credit." 

'  The  province  financed  the  war  by  issues  of  interest-bearing 
notes,  not  a  tender  for  debts  and  redeemable  at  stated  periods.  The 
transition  from  paper  money  to  public  loans  is  described  by  Hutchin- 
inson.  History  of  Massachusetts,  III,  10. 

^  24  George  II.  ch.  53  and  4  George  III.  ch.  34. 
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was  discharged  within  ten  years.  At  the  opening  of 
1774  Massachusetts  was  out  of  debt,  and  the  province 
tax  could  be  reduced  to  £12,960  ($43,200)^ — an  insig- 
nificant charge  of  less  than  fifteen  cents  per  capita.^*^ 

The  outbreak  of  the  Revolution  rudely  disturbed  the 
orderly  housekeeping  of  the  province.  In  May,  1775, 
with  royal  and  Parliamentary  restraint  removed,  the 
provincial  congress  emitted  £130,000  of  bills  of  credit; 
and  further  issues  followed  in  quick  succession.  Both 
interest-bearing  and  non-interest-bearing  notes  were  em- 
ployed, the  former  being  denominated  "loans"  ;  until  ulti- 
mately something  like  £1,500,000  of  obligations  were  out- 
standing, many  of  them,  probably,  circulating  as  money, 
and  some  expressly  declared  a  legal  tender  in  payment  of 
all  debts.  Each  "loan"  or  issue  of  bills  of  credit  was 
nominally  secured  by  a  tax  of  equivalent  amount,  but  the 
taxes  were  made  payable  at  dates  several  years  removed, 
and  could  contribute  nothing  to  the  immediate  credit  of 
the  paper.  The  state  would  have  been  unable,  in  any 
case,  to  keep  its  finances  in  order  during  the  deluge  of 
continental  bills  of  credit,  which  did  not  come  to  an  end 
until  1780;  but  the  policy  of  its  legislature  was  not 
marked  by  wisdom  during  the  opening  years  of  the 
war.  Like  the  other  states,  Massachusetts  suspended 
the  collection  of  taxes,  and  set  the  printing  presses  at 
work,  relying  upon  the  Congress  at  Philadelphia  to  find 
some  ultimate  solution  of  financial  problems. ^^     No  state 

°  Until  1795  accounts  were  kept  in  pounds,  shillings,  and  pence. 
One  Massachusetts  pound  was  ^3.33,  corresponding  to  the  valuation 
of  6  shillings  given  to  the  Spanish  dollar.  Bullock,  Essaj'S  in  Mone- 
tary History,  17-23. 

"Adam  Smith  says  that  the  expense  of  the  "civil  estabhshment" 
of  Massachusetts  at  this  period  was  about  ii8,ooo  per  year.  Wealth 
of  Nations,  II,  75  (Cannan's  edition). 

"  On  the  policy  of  the  states  at  this  time  see  Davis,  "Emergent 
Treasury  Supply  in  Massachusetts  in  Early  Days",  in  Proc.  Amer. 
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tax  was  levied  in  1776,  and  not  until  1777  did  the  legis- 
lature awake  to  the  real  needs  of  the  situation. 

In  that  year,  when  the  depreciation  of  the  state  and 
continental  paper  had  reached  alarming  proportions, 
Massachusetts  sought  to  return  to  the  path  of  safety. 
Taxes  for  the  nominal  sum  of  £423,778  ^^  were  levied, 
and  it  was  announced  that  the  future  charges  of  the  war 
would  be  met  by  taxation.  At  the  same  time  the  state 
began  to  call  in  the  outstanding  bills  bearing  no  interest, 
and  converted  them  into  interest-bearing  obligations  of 
denominations  of  not  less  than  £10.  Thereafter  state 
taxes  were  regularly  levied,  the  nominal  amounts  in- 
creasing portentously  with  the  progressive  depreciation 
of  the  continental  currency.  In  1779  the  figures  rose  to 
nearly  £5,000,000,  worth  in  reality  not  more  than  three 
per  cent,  of  that  sum;  then  in  1780  the  first  tax  payable 
in  specie  called  for  £72,000. 

From  the  chaos  of  the  paper-money  era  Massachusetts 
emerged  with  disordered  finances,  a  state  debt  of  approx- 
imately £1,500,000  ($5,000,000),  and  an  ill-defined  lia- 
bility for  her  share  of  requisitions  needed  to  meet  the 
debts  and  pay  the  current  expenses  of  the  Confedera- 
tion.^^ It  was  under  such  auspices  that  the  present  gov- 
ernment was  established  in  1780.  Rehabilitatidn  of  the 
finances  was,  obviously,  one  of  the  urgent  needs  of  the 
hour. 


Antiq.  Soc,  1905 ;  Sumner,  Financier  and  Finances  of  the  American 
Revolution,  I,  11-34,  H,  64-80;  Bullock,  Essays  in  the  Monetary 
History  of  the  United  States,  60-62. 

"  Worth,  perhaps,  one-third  of  its  face  value. 

"No  exact  adjustment  of  the  quotas  of  the  various  states  in  the 
federal  contributions  was  reached  until  the  settlement  of  accounts 
in  1794. 


CHAPTER  II. 

The  Revolutionary  Debt. 

(1780-1794) 

In  the  financial  history  of  Massachusetts  since  1780 
six  clearly  defined  periods  can  be  recognized,  of  which 
the  first  came  to  an  end  in  1794. 

The  country  had  nominally  returned  to  a  specie  basis 
by  1 78 1,  and  liquidation  of  outstanding  obligations  con- 
tracted in  paper  money  was  the  order  of  the  day.  Adopt- 
ing a  legal  scale  of  depreciation,^  Massachusetts  first 
sought  to  reduce  the  state  debt  to  manageable  form.  The 
consolidation  of  all  liabilities  into  a  single  kind  of  inter- 
est-bearing notes,  which  had  been  begun  in  1777,  was 
continued  by  an  act  passed  in  1783.^  Meanwhile  addi- 
tional obligations  had  been  incurred  by  issuing  notes  to 
soldiers  of  the  Massachusetts  line  for  the  balance  of 
wages  due  them.^  A  considerable  number  of  outstanding 
accounts  were  discharged  by  taxes  levied  between  1781 
and  1785,  but  nothing  was  done  to  reduce  the  consoli- 
dated and  army  debts. ^     In  1786  the  former  amounted 

^  Ch.  12  of  1780.  Acts  and  Resolves  of  the  Province  of  Massa- 
chusetts, V,  1412.  The  tables  adopted  in  Massachusetts  and  the  other 
states  may  be  found  conveniently  in  State  Papers,  Finance,  V,  772, 
et  seq. 

^  Ch.  67  of  1782.  Subsequent  acts  and  resolves  authorized  the 
continuation  of  this  process. 

'  Act  of  July  5,  1781. 

*  See  the  review  of  financial  transactions  of  the  period  1781  to 
1785  in  the  Address  of  the  General  Court  to  the  People  of  Massa- 
chusetts. 
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to  £1,381,675,  and  the  latter  to  £250,114,  the  liabiHties 
of  the  commonwealth  aggregating  £1,631,789.^  Taxes 
had  been  pledged  to  meet  £240,000  of  this  sum,  so  that 
the  net  indebtedness  was  stated  at  £1,391,789,  which 
would  be  slightly  diminished  by  £65,000  received,  or  to 
be  received,  from  sales  of  public  land.  The  figures  would 
be  greatly  increased,  however,  if  account  were  taken  of 
that  portion  of  the  continental  debts  for  which  Massa- 
chusetts was  chargeable.  This  liability  was  placed  at 
£1,565,831  in  1786,  and  practically  doubled  the  indebted- 
ness of  the  state. 

But  the  treasurer's  calculation  of  the  net  state  debt, 
based  upon  taxes  pledged  for  the  payment  of  particular 
obligations,  did  not  disclose  the  true  situation  of  the 
finances.  Commercial  depression  had  succeeded  the 
business  activity  that  followed  the  restoration  of  peace, 
times  were  hard,  and  a  spirit  of  discontent  was  abroad.® 
Of  the  £1,407,895  of  direct  taxes  levied  between  1780 
and  the  close  of  1785,  no  less  than  £279,437  remained 
uncollected;'^  and  a  strong  demand  had  arisen  for  the 
issue  of  another  batch  of  paper  money.  ^  This  proposi- 
tion had  been  rejected  in  1785,  but  the  discontent  con- 
tinued until  it  culminated  in  Shays's   Rebellion.^     The 


"  Statement  of  the  treasurer,  prepared  for  the  "Address  of  the 
General  Court."  See  Laws  and  Resolves,  1786-7.  These  figures  are 
followed  by  James  Swan,  in  his  National  Arithmetic :  or  Observa- 
tions on  the  Finances  of  Massachusetts,  53. 

"  For  an  account  of  the  conditions  existing  see  Bradford's  History 
of  Massachusetts,  II. 

'Address  of  the  General  Court,  1786. 

^  In  1786  numerous  commodities  were  made  receivable  for  the 
specie  taxes  levied  prior  to  1784.   Felt,  Statistics  of  Taxation,  475-477. 

^  Among  the  alleged  grievances  of  the  malcontents  were  "exces- 
sive" taxes,  the  poll  tax,  and  the  application  of  the  income  from 
import  duties  to  the  payment  of  continental  charges.  Bradford, 
Hist,  of  Mass.,  II,  258. 
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conditions,  manifestly,  were  not  favorable  for  the  prompt 
collection  of  heavy  taxes. 

As  early  as  1782  and  1784  the  legislature  had  yielded 
to  popular  clamor  so  far  as  to  suspend  the  collection  of 
taxes  pledged  for  the  payment  of  installments  of  the 
debt.^^  Under  the  operation  of  former  laws,  £423,250 
of  taxes  were  to  be  collected  in  1785,  £386,250  in  1786, 
and  other  large  sums  in  1787  and  1788 — all  for  the  pur- 
pose of  retiring  the  consolidated  and  army  notes. ^^  But 
in  1785  the  legislature  took  no  action  in  the  matter,  and 
even  neglected  to  levy  the  usual  tax  for  current  expenses. 
During  the  following  year  inaction  continued  until  Gov- 
ernor James  Bowdoin,  in  a  vigorous  message,  called 
attention  to  the  subject.  He  pointed  out  that  the  acts  of 
earlier  years  authorized  the  treasurer,  in  case  no  special 
law  was  passed  for  the  purpose,  to  issue  warrants  for  the 
collection  of  the  taxes  pledged  for  payment  of  the  debt. 
If  this  arrangement  imposed  excessive  burdens  during  the 
period  1785  to  1788,  he  urged  that  a  more  gradual  plan 
of  amortization  be  adopted;  and  entreated  his  hearers, 
at  all  hazards,  to  make  some  adequate  provision  for  sus- 
taining the  credit  of  the  state.  The  response  of  the 
legislature  was  to  instruct  the  treasurer  to  issue  no  war- 
rants for  the  collection  of  the  taxes  of  1785  and  1786, 
and  to  resolve  that  the  commonwealth  could  not  meet  the 
outstanding  liabilities  as  rapidly  as  existing  laws  re- 
quired it  to  do.^^  A  tax  was  levied,  however,  for 
£311,000;  of  which  £145,000  was  to  go  to  the  federal 
treasury,  £100,000  was  to  retire  a  portion  of  the  army 
notes,  and  the  balance  was  to  provide  for  current  expen- 
ditures.^^    About   the  only  satisfactory   feature   of  the 


Chs.  130  of  1782  and  25  of  1784. 
Message  of  Governor  Bowdoin,  June  2,  1786. 
'  Resolve  of  July  7,  1786. 
At  this  time  a  lottery  was  authorized    (Nov.  9,    1786),   and  a 
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situation  was  that  the  proposal  to  emit  bills  of  credit  had 
been  rejected. 

The  year  1787  brought  no  improvement.  The  legis- 
lature levied  no  state  tax,  and  even  suspended  the  collec- 
tion of  taxes  authorized  in  former  years. ^*  Governor 
Hancock,  who  had  replaced  Governor  Bowdoin,  called 
attention  to  the  condition  of  the  finances,  but  took  no  such 
determined  stand  as  his  predecessor.  Numerous  loans 
were  authorized  for  current  expenditures,  and  the  debt 
of  the  commonwealth  must  have  increased.  The  fol- 
lowing year  Governor  Hancock  apologetically  remarked, 
in  his  annual  address :  "I  am  sorry  that  my  duty  urges  me 
to  mention  to  you  the  necessity  of  a  small  tax,  but  the 
treasury  is  so  far  exhausted,  that  the  business  of  the  gov- 
ernment must  cease  its  progress  unless  a  tax  is  granted."^^ 
A  month  later  a  tax  of  £78,262  was  levied,  providing 
only  for  current  outlays  and  making  no  provision  for 
maturing  obligations.  In  1789  the  tax  was  reduced  to 
£37,445,  and  no  thought  seems  to  have  been  given  to  the 
principal  of  the  debt.  By  common  consent,  apparently, 
the  state  was  waiting  to  see  how  the  establishment  of  the 
new  federal  government  would  affect  the  financial  situa- 
tion.^^ 

Under  such  conditions  the  debt  of  the  commonwealth 
must  have  tended  to  increase.     The  sale  of  certain  public 


scheme  brought  forward  to  authorize  the  payment  of  taxes  in  potash. 
Message  of  Governor  Bowdoin,  June  2. 

"  Nov.  8,  1787. 

"  Feb.  27,  1788. 

"In  January,  1789,  Governor  Hancock  remarked  in  his  annual 
message :  "Our  present  situation  with  regard  to  the  commencement 
and  operation  of  the  general  government,  renders  it  very  difficult  to 
determine  upon  any  particular  and  permanent  system  of  finance  for 
the  commonwealth."  He  advised,  therefore,  provision  for  current 
expenditures  only. 
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lands  may  have  effected  some  reduction  ;^^  but  in  1790 
the  debt  was  as  large  as  in  1786.^^  At  one  time  the  con- 
solidated notes  were  hawked  about  at  one-sixth  of  their 
nominal  value/^  and  the  credit  of  the  state  did  not 
materially  improve  until  the  federal  government  came  to 
its  assistance  and  shouldered  the  greater  part  of  its  obli- 
gations. For  this  discreditable  record  the  halting  policy 
of  the  legislature  was  responsible. 

In  justification  of  the  course  which  the  state  followed, 
it  was  said  that  the  people  were  simply  unable  to  bear 
the  taxes  which  a  policy  of  rapid  amortization  would 
have  entailed.  But  this  excuse,  even  if  it  were  valid, 
would  not  explain  the  failure  of  the  legislature  to  meet 
current  expenditures  without  borrowing.  As  a  matter 
of  fact,  the  burdens  which  a  rational  plan  of  finance 
would  have  required  were  not  beyond  the  strength  of  the 
commonwealth.  James  Swan  showed  clearly,  in  1786,^*^ 
that  the  annual  expenditures  of  Massachusetts,  including 
interest  on  the  state  debt,  were  £105,826;  and  that  the 
amount  needed  to  meet  the  requisitions  of  the  federal 
government  did  not  exceed  £108,000;  the  total  annual 
charges  being  £213,826   ($712,753).     This  represented 

"  These  were  lands  in  New  York  long  claimed  by  Massachusetts. 
Message  of  Governor,  Feb.  13,  1787.  A  large  tract  was  sold  for 
£300,000  in  consolidated  notes,  payable  in  installments.  Felt,  Sta- 
tistics of  Taxation,  448.  The  purchasers  had  difficulty  in  making 
payment,  and  surrendered  part  of  the  lands,  which  were  resold  in 
1791  to  other  parties.  Ch.  89  of  Resolves  of  1789;  Resolve  of  Feb. 
16,  1791 ;  and  ch.  120  of  Resolves  of  1790.  See  also  Turner,  History 
of  the  Settlement  of  the  Phelps  and  Gorham  Purchase. 

"  As  reported  to  the  national  authorities,  the  state  debt  was 
£1,568,000  ($5,227,000).  State  Papers,  Finance,  I,  29.  Later  in  the 
year  Governor  Hancock  placed  it  at  $5,276,954.     Message  of  Sept. 

IS,  1790. 

"Bradford,  History  of  Massachusetts,  H,  2>7- 

^^  Observations  on  the  Finances  of  Massachusetts,  ch.  6. 
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a  per  capita  charge  of  approximately  $1.75;-^  and  an 
additional  assessment  of  $0.75  would  have  enabled  Mas- 
sachusetts to  retire  all  outstanding  obligations  in  fifteen 
years.  To  men  who  were  clamoring  for  an  emission  of 
paper  money,  an  annual  per  capita  charge  of  $2.50  may 
have  seemed  an  outrageous  imposition;  but  in  point  of 
fact,  it  would  not  have  proved  an  excessive  burden. ^^ 
The  real  trouble  was  that  the  people  had  not  outgrown 
the  bad  traditions  of  the  paper-money  regime;  from  1780 
to  1790  the  legislature  was  merely  duplicating  the  unen- 
viable record  it  had  made  during  the  first  half  of  the 
eighteenth  century. 

The  establishment  of  a  new  form  of  government  had 
wrought  no  material  change  in  the  character  of  the  state 
tax.  Ever  since  1694  periodical  reapportionments  had 
been  made  by  the  General  Court,  and  the  constitution  of 
1780  provided  that  a  valuation  of  estates  should  be  had 
as  often  as  once  in  ©very  ten  years. ^^  In  1782,  1786,  and 
1792  new  apportionments  were  made,  by  which  the  quota 
of  each  town  in  a  tax  of  £1,000  was  determined. ^■^  In 
the  valuation  of  1782  each  poll  was  rated  at  one  penny  in 
each  tax  of  £1,000,  with  the  result  that  about  one-third 
of  the  apportionment  rested  upon  polls  and  two-thirds 
upon  property.^^  In  1792  the  rating  of  polls  was  re- 
duced to  one  half-penny  in  every  £1,000,  so  that  polls 


"^  The  population  of  the  state  in  1790  was  475,327,  and  in  1786  it 
must  have  exceeded  400,000. 

^  The  per  capita  charge  of  $2.50  need  not  have  been  raised  wholly 
by  a  direct  tax.     In  1786  indirect  taxes  yielded  £50,600  ($168,600). 

^  Ch.  I,  art.  4,  sec.  i. 

^*  Resolves  123  of  1780  and  192  of  1792;  chs.  510  of  acts  of  1781 
and  104  of  1786. 

'^Thus  in  1781  there  were  77,388  taxable  polls.  Felt,  Statistics  of 
Population,  165.  At  one  penny  each,  these  77,388  polls  would  be 
rated  for  £222  in  every  ir,ooo. 
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then  represented  about  two-ninths  of  the  apportionment 
and  property  seven-ninths.-*^ 

Of  every  £1,000  Boston  paid  £56  in  the  apportionment 
of  1782,  and  £91  in  that  of  1792.-'''  The  valuation  com- 
mittees appointed  to  carry  through  this  delicate  work 
encountered  the  usual  complaints  from  towns  dissatisfied 
with  their  quotas,  and  discovered  the  usual  inequalities  in 
the  assessments  of  property  made  by  the  local  assessors. ^^ 


^The  apportionment  of  1792  is  described  in  Wolcott's  celebrated 
report  on  direct  taxes.  State  Papers,  Finance,  I,  420  et  seq.  The 
106,167  polls,  at  one  half-penny  each,  would  represent  i22i  -|-  in  each 
£1,000. 

"  With  Roxbury,  Dorchester,  and  Charlestown  included,  the  quotas 
of  the  district  now  comprised  in  the  limits  of  the  city  of  Boston  were 
£75  in  17S2  and  iiii  in  1792. 

'^  It  may  be  of  interest,  in  illustration  of  these  difficulties,  as  well 
as  an  indication  of  the  method  by  which  the  committees  proceeded, 
to  reproduce  entire  the  report  of  the  valuation  committee  of  1792 
(Ch.  196  of  Resolves  of  1792)  :  "The  Committee  on  the  subject  of 
the  Valuation  ask  leave  to  report — that  they  met  on  the  fifth  day  of 
December,  being  as  soon  after  the  appointment  as  circumstances  of 
convenience  would  admit,  and  proceeded  to  an  examination  of  the 
law,  intitled — 'An  Act  for  inquiring  into  the  rateable  estates  within 
this  Commonwealth' — and  also  of  the  returns  from  the  several  towns, 
districts,  and  plantations,  in  the  Commonwealth,  made  pursuant  to 
said  Act,  and  formed  an  estimate  of  the  several  descriptions  of  real 
and  personal  estate  enumerated  in  the  act  aforesaid,  and  contained  in 
the  returns  aforesaid.  That  in  forming  this  estimate  your  Com- 
mittee were  regulated  by  the  income  of  the  property,  as  deducible 
from  the  different  kinds  and  quantity  of  produce  apparent  from  said 
returns — making  such  allowances  for  circumstances  of  locality  & 
other  appendages,  as  to  them  appeared  reasonable,  &  having  com- 
pleted this,  your  Committee  found  that  from  the  errors  &  deficiencies 
in  the  returns  from  many  towns,  the  relative  proportions  of  such 
towns  to  those  which  had  made  legal  and  proper  returns,  would  be 
marked  with  striking  features  of  injustice; — to  remedy  which,  your 
Committee  proceeded  to  add  such  articles,  and  amount  of  property 
not  included  in  the  returns,  as  by  their  best  judgment  deliberately 
used,  it  appeared  the  inhabitants  of  the  different  places  must  be 
possessed  of,  to  give  that  support  to  themselves,  and  subsistence  for 
their  Cattle  actually  kept,  which  it  was  evident  they  derived  from 
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But  the  entire  annual  levy  was  not  apportioned  upon 
the  basis  fixed  by  the  valuation  committees.  From  time 
out  of  mind  the  wages  of  the  House  of  Representatives 
had  been  paid  by  the  towns  i^^  and  in  1727,  when  the 
General  Court  ordered  that  the  representatives  should 
thereafter  be  paid  out  of  the  province  treasury,  the  prac- 
tice originated^*^  of  charging  each  town  for  the  expense 
thus  incurred.  Accordingly  from  1727  down  to  1780 
the  annual  taxes  regularly  consisted  of  two  parts,^^  the 
larger,  for  general  province  expenses,  apportioned  upon 
the  basis  determined  by  the  periodical  valuations,  and  the 
smaller,  for  the  representatives'  pay,  charged  directly  to 

sources  within  their  own  limits  accompanied  in  many  instances  with 
direct  proof  of  the  facts,  and  aided  by  former  returns  of  like  prop- 
erty, repeatedly  made  by  themselves,  making  due  allowance  for  the 
division  of  towns,  and  alterations  of  boundaries;  after  which  they 
again  carefully  revised  the  estimates,  &  in  many  instances  varied  the 
same,  so  as  to  conform  the  whole  to  the  desirable  principal  of 
equality — In  exercising  this  Judgment  your  Committee  have  felt  the 
force  of  the  censure  naturally  incident  to  a  business  of  this  kind — of 
the  opposition  &  influence  of  those  who  would  be  affected  by  the 
variations  from  their  returns ;  and  of  the  careful  scrutiny  which  their 
doings  will  be  subjected  to,  by  those  who  will  arraign  their  conduct 
to  the  standard  of  propriety,  which  circumstances  have  operated  as 
a  strong  restrictive  to  your  Committee,  to  proceed  with  great  caution 
and  deliberation,  and  must  be  considered  as  an  apology^  for  the 
length  of  time  employed  in  executing  the  duty  of  their  commission. 
The  result  of  which  they  now  submit  to  the  candour  of  an  enlight- 
ened Legislature  as  proceeding  from  an  assiduous  application  to  duty 
from  the  time  of  their  first  meeting,  and  an  earnest  desire  to  do 
Justice  to  every  part  of  the  Community  in  the  apportionment  of 
public  taxes,  and  as  the  basis  thereof,  that  the  several  towns  Dis- 
tricts and  Plantations  be  charged  the  several  sums  set  against  them 
respectively,  as  their  proportion  to  one  thousand  pounds  in  future 
taxes." 

^  Thus  in  1638  the  General  Court  ordered  that  each  town  should 
pay  the  wages  of  its  deputies. 

^"Felt,  Statistics  of  Taxation,  312. 

^  Tables  showing  all  these  taxes  can  be  found  in  Felt,  Statistics 
of  Taxation,  341-342,  4I0- 
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the  several  towns.  The  first  constitution  provided  that 
representatives  should  be  apportioned  upon  a  township 
basis,  and  that  their  travelling  expenses  should  be  paid 
out  of  the  general  treasury ;  leaving  it  to  be  inferred  that 
their  wages  should  not  be  a  charge  upon  the  state.  Nat- 
urally enough,  therefore,  the  legislature  resolved  in  1780 
that  the  representatives'  pay  should  be  charged  to  the 
towns,  "agreeably  to  the  constitution";^-  and  this  prac- 
tice continued  for  the  next  forty-five  years.  In  1794,  an 
average  year,  the  regular  state  tax  was  £40,047,  and  the 
so-called  representatives'  tax  £5,020;  in  1793,  however, 
the  figures  stood,  respectively,  at  £20,008  and  £13,268. 

We  have  seen  that  in  1782,  in  apportioning  the  state 
tax  among  the  towns,  polls  constituted  about  one-third 
of  the  valuation;  the  same  proportion  was  observed  by 
the  legislature  in  regulating  the  amount  of  the  poll  tax 
collected  for  state  purposes  each  year.^^  Thus  when 
£200,000  was  called  for  on  a  general  tax  in  1781,  each 
poll  was  to  pay  16  s.  8  d.,  which  would  yield  nearly  one 
third  of  the  entire  levy.^"*  When  £300,000^°  was  required 
in  1786,  the  poll  tax  was  increased  proportionately  to 
25  s. ;  when  the  levy  fell  to  £65,000  in  1788,  polls  were 
assessed  but  5  s.  5  d.  each ;  and  with  the  levies  reduced  to 
£25,360  in  1790  and  1791,  the  assessment  dropped  to 
I  s.  9  d. 

In  1792,  when  the  rating  of  polls  in  the  valuation  of 
that  year  was  reduced  to  two-ninths  of  every  tax  of 
£1,000,  no  tax  was  levied  for  state  purposes.  In  1793, 
however,  when  a  tax  of  £20,000  was  called  for,  the  assess- 
ment upon  each  poll  was  reduced  to  10  d.  in  order  to  make 


^  Resolve  of  Nov.  13,  1780. 

^  Cf.  Swan,  Observations,  52. 

^  There  were  77,388  polls  in  1781.     Felt,  Statistics  of  Population, 

165. 
^  This  is  exclusive  of  the  representatives'  tax. 
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it  conform  to  the  proportions  followed  in  apportioning 
the  levy  among  the  tovvns.^®  In  1794  the  tax  was 
£40,047,  and  each  poll  was  assessed  is.  8  d.,  approxi- 
mately the  same  proportion  as  in  the  previous  year. 

This  was  the  end,  for  a  time,  of  a  varying  annual  as- 
sessment upon  polls.  The  state  tax  had  become  virtually 
fixed  at  the  sum  of  $133,400,^^  from  which  it  varied  less 
than  $100  during  the  next  twenty-five  years  ;^^  and  the 
annual  poll  tax,  possibly  without  deliberate  intent,  also 
assumed  a  stereotyped  form.  In  1795  it  was  placed  at 
28  cents,  approximately  the  same  as  is.  8  d.,  and  it  re- 
mained at  this  figure  until  1802.^^  Since  the  number  of 
polls  was  steadily  increasing,  the  establishment  of  a  fixed 
rate  for  the  poll  tax  meant  that  the  proportion  of  the 
stationary  state  tax  falling  upon  polls  would  gradually  in- 
crease. All  of  these  details  were  then  regulated  by  the 
annual  tax  laws,  and  it  was  easy  for  the  legislature  to 
fall  into  fixed  modes  of  procedure  without  realizing 
whither  its  action  tended. 

The  figures  just  given  relate  solely  to  the  amoimt 
levied  upon  polls  for  state  purposes;  additional  assess- 
ments were  made  for  town  and  county  expenses,  as  well 
as  for  the  representatives'  tax.  The  annual  tax  acts  pro- 
vided apparently  that  local  assessments  should  be  gov- 
erned by  the  rules  laid  down  for  the  state  tax,  i.  e.,  that 
the  same  proportions  should  be  observed  in  levying  upon 
polls  and  property.*^     As  a  result,  the  total  assessments 


^*  There  were  93,718  taxable  polls  in  1794.  Felt,  Statistics  of  Tax- 
ation, 487.  At  ID  d.  each,  polls  paid  £3,900,  somewhat  less  than  two- 
ninths. 

"The  £40,000  levied  in  1794  was  equal  to  $133,333. 

^  The  representatives'  tax  is  excluded  from  these  figures. 

°*  For  data  upon  all  these  points,  see  Felt,  Statistics  of  Taxation, 

543- 

"  The  earlier  acts  were  very  indefinite  upon  this  point.  See  ch. 
43  of  1780.     In  1785  it  was  enacted  that  in  assessing  county,  town, 
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upon  polls  were  far  larger  than  the  amount  collected  for 
state  purposes,  but  it  is  not  easy  to  find  much  information 
upon  the  subject  at  this  period. ^^  When  the  state  tax 
upon  polls  was  28  cents,  the  aggregate  poll  tax  in  many 
towns  may  have  risen  to  $1.00  or  $1.50;  with  the  state 
assessment  at  25  shillings,  as  in  1786,  the  state  poll  tax 
alone  amounted  to  $4.16.  At  that  exceptional  period, 
therefore,  there  was  no  little  justification  for  the  com- 
plaint of  the  "Shaysites"  that  poll  taxes  were  exceedingly 
high. 

Naturally  enough  the  unpopularity  of  heavy  taxes  upon 
polls  and  estates  had  led  to  the  development  of  auxiliary 
revenues.  A  duty  was  first  laid  upon  auction  sales,  and 
then  an  impost  or  excise  was  levied  upon  retailers  of 
liquors,  on  the  sale  of  tea,  on  coaches,  chariots,  and 
chaises. ^^  In  the  next  year  the  impost  or  excise  act  was 
replaced  by  a  new  law  which  imposed  duties  upon  liquors, 
tobacco,  snuff,  tea,  sugar,  iron,  glass,  carriages,  and  some 
other  objects;  while  early  in  1783  a  supplementary  act 
laid  a  duty  of  two  and  one-half  per  cent  upon  all  Euro- 
pean and  Indian  goods  not  already  taxed.^^  These  early 
enactments,  which  combined  customs  with  excise  duties, 
were  considerably  raised  and  extended  by  subsequent 
laws;^'*  until  in  1785  the  state  had  a  fairly  comprehensive 

and  parish  taxes  the  assessors  should  assess  polls  and  property 
according  to  the  proportions  established  in  the  last  annual  tax  act. 
Ch.  so  of  1785. 

^  Wolcott's  report  on  direct  taxes  states  that  in  1796  town  and 
county  taxes  "very  considerably"  exceeded  the  annual  state  levy. 
State  Papers,  Finance,  I,  420.  Statistics  of  town  taxes  are  not  avail- 
able. The  county  taxes  authorized  by  the  legislature  in  June,  1794, 
or  January,  1795,  apparently  for  the  same  year,  1794,  amounted  to 
£12,824,  one-third  of  the  state  tax  for  1794.  Town  expenditures  and 
taxes  were,  of  course,  far  larger. 

*^  Chs.  125  of  1780  and  17  and  33  of  1781. 

^  Chs.  33  and  64  of  1782. 

**  Chs.  12  of  1783,  13  of  1784,  and  17  of  1785. 

19 
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system  of  duties  on  imports,  protective  in  some  of  its 
provisions/''  and  not  a  few  excise  taxes  on  articles  of 
domestic  production.  In  that  year,  moreover,  a  number 
of  duties  upon  legal  documents  were  established,*^  and 
the  framework  of  a  system  of  indirect  taxes  upon  com- 
modities and  transactions  was  well-nigh  complete.  Fi- 
nally, in  1786,  the  legislature  separated  the  customs  from 
the  excise,  and  introduced  improved  methods  of  admin- 
istering these  taxes. ^'^ 

The  duties  upon  auction  sales  were  comparatively 
unproductive,  yielding  but  £1,173  i^  17^5;  and  the  same 
is  true  of  the  tax  upon  legal  documents.  The  customs 
and  excise  duties,  however,  brought  in  £57,353  in  the 
same  year;  and  constituted  an  important  addition  to  the 
resources  of  the  state.*^  There  was  not  wanting,  indeed, 
at  this  juncture  a  considerable  body  of  opinion  favorable 
to  the  further  extension  of  these  duties.  In  1786  James 
Swan  attacked  the  whole  system  of  poll  and  property 
taxes  as  unequal  and  burdensome,  and  urged  that  the 
state  should  develop  indirect  taxes  into  a  general  excise 
upon  consumption,  which  should  replace  direct  taxation.*^ 
Governor  Hancock,  also,  advised  the  legislature  to  reduce 
the  amount  of  the  state  tax  by  levying  "taxes  on  those 
superfluities"  which  it  can  never  be  to  the  advantage  of 
the  community  to  consume.^"  But  the  time  for  such  a 
policy  was  already  at  an  end. 


^On  the  protective  features  of  these  taxes  see  W.  Hill,  First 
Stages  of  the  Tariff  Policy  of  the  United  States,  49-52. 

*«  Ch.  18  of  1795- 

*'  Chs.  48  and  49  of  1786.    Cf.  also  ch.  63  of  1787. 

**  These  figures  are  from  Felt's  Taxation  in  Massachusetts,  438. 

*'  National  Arithmetic. 

""Message  of  October,  1787.  It  is  interesting  to  note  that  similar 
advice  emanated  from  the  executive  chamber  as  late  as  1818  and 
1819.  See  messages  of  Governor  Brooks,  June,  1818,  and  January, 
1819. 
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The  adoption  of  the  federal  constitution  made  it  im- 
possible for  a  state  to  tax  imports ;  and,  accordingly,  the 
tariff  of  1786  was  promptly  repealed. ^^  Other  duties 
might  have  been  continued  on  a  considerable  scale,  and 
in  1790  Massachusetts  actually  revised  its  excise  law,^^ 
retaining  taxes  upon  liquors,  tea,  coffee,  sugar,  coaches, 
and  innkeepers'  licenses.  But  in  the  same  year  Congress 
adopted  Hamilton's  plan  for  the  assumption  of  the  state 
debts  by  the  national  government,  and  the  legislature  of 
Mdssachusetts  immediately  repealed  the  new  excise  law,^^ 
which  was  believed  to  be  no  longer  necessary.  Before 
long  the  improved  condition  of  the  state's  finances  made 
it  possible  to  dispense  with  the  other  duties  established 
between  1781  and  1785;  while  the  fact  that  the  national 
government  was  now  levying  similar  taxes  made  such  a 
course  appear  highly  desirable.^'*  By  1795,  therefore,  the 
last  of  the  indirect  taxes  had  disappeared,^^  and  the  state 
tax  upon  polls  and  estates  remained  in  undisputed  posses- 
sion of  the  field.  Indirect  taxes  upon  commodities  and 
transactions  had  been  introduced  in  time  of  great  stress, 
when  national  taxation  was  unknown;  they  were  aban- 
doned when  financial  pressure  was  relieved  and  a  national 
government  began  to  utilize  these  sources  of  revenue. 

How  great  a  revolution  assumption  of  the  state  debts 
wrought  in  the  finances  of  Massachusetts  will  be  better 
appreciated  if  we  compare  the  budget  for  1786  with  that 
for  1794.  The  figures,  omitting  the  federal  requisition 
for  1786,  are  as  follows  :^^ 


"  Ch.  18  of  1789. 

"  Ch.  48  of  1789. 

^  Chs.  14  and  15  of  1790. 

"This  consideration  was  urged  strongly  by  Treasurer  Davis  in  his 
Report  for  1794. 

"^  Chs.  23  of  1794,  8  and  80  of  I795- 

"  In  both  cases  the  data  are  taken  from  statements  prepared  by  the 
treasurer  in  those  years. 
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ExPENDiTxmES  (in  thousands  of  dollars.) 
1786.  1794. 

Salaries    57.3  54.1 

Miscellaneous    16.4  46.2 

Interest    278.7  1 14.9 


352.4  215.2 

-  < 

It  will  be  seen  that,  in  spite  of  an  increase  of  miscel- 
laneous expenditures,^''^  the  reduction  of  the  interest 
charge  between  1786  and  1794  reduced  the  total  outlay 
by  $137,200.  In  1786  the  state  debt  had  been  something 
more  than  five  millions,  and  thereafter  it  seems  to  have 
increased  to  slightly  more  than  six  millions;^*  so  that  in 
January,  1792,  after  the  federal  government  had  assumed 
$4,000,000  of  the  state's  obligations,  the  treasurer  re- 
ported that  the  remaining  debts  of  the  commonwealth 
aggregated  £620,606  ($2,068,686).  But  further  relief 
was  to  come. 

The  law  providing  for  assumption  of  state  debts  stipu- 
lated that  there  should  be  a  thorough  accounting  between 
the  federal  government  and  the  several  states ;  and  when 
this  was  completed  in  1794,  it  appeared  that  Massachu- 
setts had  a  balance  of  $1,248,000  to  its  credit.^^  For 
this  sum  the  state  was  given  United  States  stocks  from 
which  it  received  thereafter  a  revenue  sufficient  to  defray 
a  considerable  portion  of  the  interest  on  its  debt.  Nor 
was  this  all.     In  1793  the  state  subscribed  for  $400,000 


"  This  was  due  to  the  fact  that  in  1789  the  state  assumed  the 
burden  of  supporting  state  paupers.  Ch.  32  of  1789.  In  1794  this 
item  cost  $I5,735- 

°'  The  finances  of  the  state  were  in  a  highly  unsatisfactory  condition 
until  1792.  In  1790  a  lottery  was  authorized  (March  2).  The  fol- 
lowing year,  taxes  were  sadly  in  arrears,  and  the  annual  tax  was 
reduced  to  £29,476.  State  securities  still  sold  at  a  large  discount. 
See  Felt,  Statistics  of  Taxation,  452. 

^^  State  Papers,  Miscellaneous,  I,  69. 
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of  stock  in  the  newly  chartered  Union  Bank,^*'  and  from 
this  investment  a  handsome  return  was  derived.®^  Finally, 
a  third  resource  was  at  hand  in  the  unoccupied  "eastern 
lands",  located  in  what  is  now  the  state  of  Maine.  As 
early  as  1786,  £65,000  in  cash  and  notes  had  been  re- 
ceived from  these  lands,^^  and  James  Swan  had  urged 
that  the  money  should  be  used  for  reducing  the  public 
debt.  But  expectations  of  large  immediate  returns  were 
disappointed,  and  in  1790  and  1791  the  Maine  lands  were 
hardly  paying  the  cost  of  locating  and  selling  them.^^ 
Shortly  afterward  conditions  gradually  improved. 

In  1793  the  legislature  began  to  take  thought  con- 
cerning the  finances  of  the  commonwealth,  and  resolved 
that  at  the  very  next  session  provision  should  be  made 
for  the  remaining  debt.^^  Early  the  following  year  a 
comprehensive  funding  act,  modelled  clearly  after  the 
federal  law  of  August  4,  1790,  was  placed  on  the  statute 
books. ^^  A  new  loan  bearing  five  per  cent,  interest  was 
authorized,  for  which  outstanding  obligations  were  to  be 
received.  For  the  punctual  payment  of  interest,  the 
state's  dividends  upon  Union  Bank  stock,  the  interest 
upon  United  States  stocks  owned  by  the  commonwealth, 
and  such  other  revenue  as  might  be  needed  was  pledged ; 
while  the  proceeds  of  the  public-land  sales  were  set  aside 
as  a  sinking  fund  for  the  gradual  reduction  of  the  prin- 
cipal of  the  new  loan.     A  commission  v/as  established  to 

^  Chs.  6  and  51  of  1792.  Payment  was  made  in  part  with  money 
received  from  public  lands.  Ch.  29  of  1793  appropriated  £30,000  for 
such  a  purpose. 

"In  1794  the  treasurer  stated  the  dividends  at  $15,000.  By  1796 
they  had  risen  to  $34,300.    State  Papers,  Finance,  I,  422. 

""Laws  and  Resolves,  1786-7,  p.  143. 

""Message  of  Governor,  May  31,  1790;  Felt,  Statistics  of  Taxa- 
tion, 453. 

"  Resolve  of  June  22,  1793. 

•"  Ch.  29  of  1793. 
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conduct  the  operations  of  the  sinking  fund,  and  it  was 
stipulated  that  the  interest  accruing  upon  the  debt  pur- 
chased for  the  fund  should  be  applied  in  making  further 
purchases. ^^  By  March,  1795  ,  the  commission  had 
bought  $147,011  of  the  state's  securities,  for  which 
$111,892  had  been  paid^''' — a  figure  which  indicates  that 
during  the  year  the  new  five-per-cent  loan  was  selling  at 
an  average  price  of  seventy-six  cents  upon  the  dollar.  By 
1796  it  was  reported  that  some  $300,000  of  the  debt  had 
been  redeemed. ^^ 

Thanks  to  the  interposition  of  the  federal  government, 
the  financial  problems  of  Massachusetts  had  been  solved 
with  unexpected  ease.  In  1794,  for  the  first  time  in  a 
score  of  years,  the  governor's  annual  message  could  re- 
port that  the  fiscal  affairs  of  the  state  were  in  a  prosper- 
ous condition.  Whatever  the  mistakes  of  the  past,  the 
financial  outlook  at  the  close  of  our  first  period  was  de- 
cidedly promising. 


"  Various  acts  extended  to  March  2,  1799,  the  time  for  exchanging 
the  old  debt  for  the  new  scrip. 
'"  Ch.  31  of  1795- 
**  State  Papers,  Finance,  I,  422. 


CHAPTER  III. 

Financial  Prosperity. 

(1795-1825) 

The  second  epoch  in  the  financial  poHcy  of  the  com- 
monwealth extends  from  1795  to  1825, — a  time  of  small 
expenditures  and  free  from  serious  perplexity.  The 
general  conditions  affecting  the  finances  can  be  appreci- 
ated best  by  comparing  the  expenditures  for  1794  with 
those  for  1820,  the  year  that  Maine  was  set  off  from 
Massachusetts,  as  well  as  those  for  1825.  The  figures 
are  as  follows : 

Expenditures^  (in  thousands  of  dollars). 


I 

794 

l! 

320 

1825 

Salaries 

54-1 

81.5 

93-6 

Charitable 

16.4 

\ 

79.4 

\ 

51.4  \ 

Military 

7.0 

) 

5.5 

) 

3-1   / 

Penal 

II. 3 

\ 

46.2 

37.8 

\ 

187.9 

17.6  \     103.9 

Constitutional 

( 

1 

I 

Convention 

1 

59-8 

1 

j 

Miscellaneous 

II. 5 

/ 

5.4 

/ 

31.8/ 

Interest 

- 

114-9 

- 

29.5 

I.O 

Total 

215.2 

298.9 

198.5 

^  The  expenditures  here  stated  exclude  the  repayment  of  loans  or 
installments  of  the  funded  debt.    Some  errors  of  classification,  which 
it  is  not  possible  or  necessary  to  rectify,  might  be  found  by  breaking 
up  the  item  of  miscellaneous  expenditures. 
291]  23 
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It  will  be  seen  that,  excluding  the  extraordinary  outlay 
for  the  constitutional  convention  of  the  latter  year,  the 
expenditures  increased  but  $23,900  between  1794  and 
1820.  During  this  period  population  was  growing  at  a 
fairly  rapid  rate,^  so  that  the  total  per  capita  expendi- 
ture, which  approximated  forty-two  cents  in  the  former 
year,  fell  to  thirty-six  cents  in  the  latter.  After  Maine 
was  set  off  as  a  separate  state,  the  expenditures  of  Massa- 
chusetts naturally  diminished,  and  in  1825  the  aggregate 
outlay  was  but  $198,500  or  thirty-five  cents  per  capita, — 
probably  the  lowest  figure  it  has  ever  reached. 

Looking  at  the  various  branches  of  expenditure  it  will 
be  seen  that  salaries  had  somewhat  less  than  doubled  be- 
tween 1794  and  1825,  that  charitable  expenses  had  mate- 
rially increased,^  and  that  the  interest  charge  had  de- 
creased up  to  1820  and  then  virtually  disappeared.  As 
yet,  evidently,  the  state  had  not  begun  to  undertake  those 
extensive  economic  and  social  functions  which  in  later 
times  were  to  increase  the  aggregate  and  per  capita  outlay. 

In  1796,  at  the  opening  of  this  period  of  financial  pros- 
perity, the  total  expenditure  was  $237,348,  of  which 
$117,500  was  required  for  interest  on  the  debt.  Against 
this  the  state  had  an  income  of  $34,300  from  its  bank 
stock  and  $57,518  from  interest  on  the  federal  securities 
it  owned,*  leaving  but  $145,530  to  be  raised  by  the  tax 
upon  polls  and  estates.^  As  time  went  on  the  debt  was 
gradually  reduced  by  the  operation  of  the  sinking  fund. 
From  1785  to  1820  the  eastern  lands  brought  in  $896,281, 


*The  population  was  475,327  in  1790  and  821,622  in  1820.  After 
the  separation  from  Maine,  the  population  was  523,287. 

'  This  was  due  to  the  fact  that  the  cost  of  supporting  state  paupers, 
which  was  assumed  in  1789  (ch.  32  of  1789)  had  advanced  very 
rapidly.  In  1794  it  was  $15,735;  in  1811  it  was  $52,129;  and  in  1819, 
$72,156.    After  1820  it  declined  for  a  time. 

*  State  Papers,  Finance,  I,  420,  443. 

"  From  1795  to  1800  the  state  tax  ranged  from  $143,749  to  $154,873. 
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which,^  with  interest  upon  securities  purchased  by  the 
commission,  must  have  gone  far  towards  extinguishing 
the  obhgations  inherited  from  Revolutionary  days.  The 
state's  holdings  of  bank  stock  were  increased  by  the 
acquisition  of  $600,000  of  stock  in  the  Boston  Bank;  so 
that  in  181 2  not  less  than  $1,000,000  out  of  a  total  bank- 
ing capital  of  $8,000,000  in  Massachusetts  was  owned  by 
the  commonwealth.'^  The  holdings  of  United  States 
stocks,  on  the  other  hand,  gradually  declined  under  the 
operation  of  the  federal  sinking  fund.^ 

Massachusetts,  no  longer  a  tardy  debtor,  was  turning 
capitalist.  In  1797  and  1798  it  was  estimated  that  the 
securities  owned  by  the  state  and  the  debts  due  her  ex- 
ceeded all  outstanding  obligations;  and  by  1801  Governor 
Strong  could  report  that  the  debt  was  on  the  way  to 
extinction  without  levying  taxes  for  that  purpose.  In 
18 1 2  only  $550,000  of  the  old  scrip  was  outstanding,  an 
amount  which  was  largely  exceeded  by  the  productive 
funds  in  the  treasury.^  During  the  Second  War  with 
Great  Britain  it  became  necessary  to  increase  the  state's 
ordinary  outlay  and  to  borrow  $846,000  from  various 
banks  in  order  to  strengthen  the  coast  defences.^"  Ac- 
cordingly the  debt  increased  again,  and  upon  January  i, 
18 16,  stood  at  $1,662,900.^^     But  the  new  loans  were 

'  Mass.  Sen.  Doc.  6  of  1843,  p.  9. 

'John  Jay  Knox,  History  of  Banking  in  the  United  States,  361. 

^Frorn  1799  to  1809  the  United  States  stocks  held  by  the  state 
decHned  from  $1,527,000  to  $693,552.  In  1819  they  amounted  to 
$405,000. 

°  Message  of  Governor,  Jan.  1812. 

"Ch.  76  of  1814;  Governor's  message,  Jan.  1815.  For  a  part  of 
this  outlay  the  state  was  subsequently  reimbursed  by  the  national 
government.  In  1831,  $419,000  was  received  upon  this  account;  and 
in  1859,  $236,000. 

"  The  treasurer's  statement  shows  $549,400  of  old  funded  debt, 
$956,000  of  temporary  loans,  and  $157,500  of  miscellaneous  obliga- 
tions. 
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soon  repaid  by  selling  the  commonwealth's  bank  stock/^ 
and  in  1821  the  old  funded  debt  was  practically  extin- 
guished.^^ For  the  next  few  years  Massachusetts  was 
virtually  free  from  debt,  and  the  proceeds  of  the  land 
sales,  no  longer  needed  for  a  sinking  fund,  were  turned 
into  the  ordinary  revenues. 

Under  such  conditions  the  state  tax  remained  light; 
in  fact  the  annual  levy  for  general  purposes  was  practi- 
cally constant  from  1795  to  1820,  ranging  from  $133,300 
to  $133,470.^'*  The  representatives'  tax,  however,  varied 
materially  from  year  to  year  according  to  the  number  of 
members  sent  by  the  towns  and  the  length  of  the  sessions. 
It  was  lowest  in  1797  when  it  amounted  to  $10,386,  and 
highest  in  181 5  when  it  rose  to  $52,640,  the  average  levy 
being  about  $25,000.  Even  during  the  War  of  181 2  the 
state  tax  proper  remained  unchanged,  and  the  only  in- 
crease in  the  total  levies  was  in  the  assessment  for  wages 
of  the  representatives.  And  yet  with  taxation  light  and 
the  debt  in  process  of  extinction, ^^  the  legislature  in  18 12 
instituted  a  special  tax  upon  banks. 

Mr.  Felt  gives  us  to  understands^  that  this  was  done  in 
order  *'to  keep  the  taxes  from  an  alarming  increase",  but 
his  explanation  cannot  be  accepted  as  satisfactory.  The 
adoption  of  some  special  tax  upon  banks  had  been  in  the 
mind  of  the  legislature  for  at  least  ten  years.  The  grant 
of  a  bank  charter,  carrying  the  right  to  issue  circulating 

"Felt,  Statistics  of  Taxation,  497-498;  Bankers'  Magazine,  I,  387. 

"  Governor's  Message,  June  1820 ;  statement  of  treasurer,  Jan.  1822. 
To  accomplish  this  the  remainder  of  the  U.  S.  stock  was  sold.  See 
Boston  Weekly  Messenger,  May  31,  1821.  On  Jan.  i,  1822,  Massa- 
chusetts owed  but  $67,521,  and  held  resources  of  double  this  amount. 

"  Full  data  may  be  found  in  Felt,  Statistics  of  Taxation,  543. 

"  On  Jan.  i,  1812,  all  the  liabilities  of  the  state  aggregated  $807,294; 
while  the  treasury  held  $793,000  of  cash  a:nd  securities  beside  $1,000,- 
000  of  bank  stock. 

"  Felt,  Statistics  of  Taxation,  494. 
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notes,  had  always  been  considered  a  valuable  privilege; 
and  it  seemed  only  reasonable  that  the  state  should 
share  in  the  profits  resulting  therefrom.  In  1793  the 
charter  of  the  Union  Bank,  the  second  to  be  incorporated 
in  Massachusetts,  had  reserved  to  the  commonwealth  the 
right  to  subscribe  for  a  portion  of  the  stock ;  and  a  similar 
reservation  was  made  in  charters  subsequently  granted, 
although  the  state  had  exercised  its  right  in  only  two 
cases. ^'^  In  1802  and  1805,  when  a  number  of  new  banks 
were  incorporated,  a  clause  was  inserted  in  each  charter 
expressly  stipulating  that  the  state  reserved  the  right  to 
tax  the  banks  at  any  time  it  might  choose  to  do  so. 
Finally,  in  181 1,  when  two  other  banks  were  chartered, 
it  was  provided^^  that  from  and  after  October  i,  1812, 
their  capital  stock  should  be  taxed  one-half  of  one  per 
cent,  semi-annually,  provided  that,  by  that  date,  a  similar 
tax  should  be  imposed  upon  the  other  banks  in  the  com- 
monwealth. With  few  exceptions  the  charters  of  the  ex- 
isting banks  expired  at  the  date  just  mentioned,  and  the 
legislature  in  181 2  confronted  the  general  problem  of  the 
future  regulation  of  banking.  When  it  was  finally  de- 
cided, in  June,  to  grant  a  large  number  of  new  charters, 
it  was  naturally  and  promptly^^  determined  to  impose  the 
tax  contemplated  in  the  charters  granted  in  181 1.  Noth- 
ing in  the  existing  condition  of  the  state's  finances  made 
such  a  step  imperative;  and,  although  war  with  England 
had  been  declared  on  June  18,  1812,  news  of  this  event 
had  probably  not  yet  reached  Boston. ^^    It  is  possible  that 


"  Cf.  Kiiox,  History  of  Banking,  359-361. 

"Acts  of  June  26  and  June  27,  181 1. 

"  The  Senate  appointed  a  committee  on  June  17  to  consider  the 
subject,  and  the  House  took  similar  action  on  June  22.  The  tax  act 
was  introduced  on  June  22  and  immediately  passed  the  House;  on 
the  following  day  it  passed  the  Senate.  This  was  the  very  time  that 
the  bank  charters  were  in  course  of  enactment. 

^'The  Senate  took  its  first  action  upon  the  tax  on  June  17;  and 
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apprehension  of  war,  which  might,  of  course,  increase  the 
state's  expenditures,  may  have  influenced  the  final  vote; 
but  it  is  plain  that  the  legislature  was  merely  carrying  out 
a  policy  clearly  foreshadowed  in  1802  and  virtually 
adopted  in  181 1.  The  introduction  of  the  first  corpora- 
tion tax  is  not  to  be  explained  primarily  on  the  ground 
of  financial  necessity. 

The  act  of  1812-^  established  a  semi-annual  tax  of  one- 
half  of  one  per  cent,  upon  the  capital  stock  of  all  banking 
institutions  in  the  commonwealth.  Early  in  the  following 
year  it  evoked  a  protest  from  a  number  of  banks-^  which 
claimed  that  the  tax  was  excessive  in  amount,  that  it  dis- 
turbed commerce,  already  injured  by  the  war,  and  that  it 
involved  double  taxation  because  the  shares  were  already 
taxable  in  the  hands  of  the  owners.  The  protestants  sug- 
gested further  that  various  colleges  and  charitable  insti- 
tutions had  invested  their  funds  in  bank  shares,  and  were 
seriously  injured  by  the  heavy  tax,  which  amounted  to 
one-fourth  or  one-fifth  of  the  dividends.  But  the  new 
law  was  yielding  a  large  revenue,  and,  in  the  disturbed 
condition  of  public  affairs,  was  too  valuable  a  resource 
to  be  relinquished.  Yet,  in  order  to  meet  the  objection 
that  injury  had  been  done  to  institutions  of  learning,  a 
part  of  the  income  of  the  tax  was,  for  a  term  of  ten  years, 
paid  to  various  colleges. ^'^ 

The  constitutionality  of  the  law  was  then  attacked, 
but  the  supreme  court  of  the  state  decided  that  the  tax 
was  a  duty  or  excise,  and  therefore  valid  although  it  did 
not  fall  equally  upon  all  persons  and  estates. ^^     In  1816 

the  House  passed  the  bill  on  June  22.  The  Boston  newspapers  did 
not  contain  reports  of  the  declaration  of  war  until  June  24;  the  tax 
bill  had  become  a  law  on  the  previous  day. 

"  Ch.  32  of  1812. 

"'  Mass.  Archives,  Sen.  Doc,  4776,  10. 

''Chs.  150  and  168  of  1814. 

"  Portland  Bank  v.  Apthorp,  12  Mass.  252. 
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another  attempt  was  made  to  reduce  or  abolish  it,  but 
nothing  was  accompHshed  in  that  direction.  In  spite  of 
more  or  less  frequent  criticism,^^  the  tax  held  its  place 
among  the  revenues  of  the  state  until  the  establishment 
of  a  national  banking  system. ^"^ 

As  early  as  1814  its  yield  was  $107,569,  about  two- 
thirds  as  much  as  the  state  and  representatives'  tax  on 
polls  and  estates;  and  this  proportion  was  maintained 
approximately  for  the  next  six  or  seven  years. ^^  In  1821, 
after  the  separation  of  Maine  from  Massachusetts,  the 
state  and  representatives'  tax,  with  no  material  change  in 
the  quotas  of  the  remaining  counties,  was  reduced  auto- 
matically to  $121,095;  and  the  next  year  the  assessments 
were  cut  down  to  $93,692.  Accordingly,  for  1823  the 
treasurer's  report  shows  receipts  of  $103,900  from  the 
state  tax  and  $102,900  from  the  tax  upon  banks  ;2*  while 

°°  Besides  the  criticism  just  mentioned,  it  was  argued  later  on  that 
the  tax  should  be  on  income  or  upon  notes,  rather  than  upon  capital. 
See  message  of  Governor  Everett,  Jan.  1836,  House  Doc.  6  of  1836, 
p.  18 ;  N.  Appleton,  Currency  and  Banking,  45  et  seq.  In  defence  of 
the  tax  it  was  generally  urged  that  the  banks  should  pay  something 
for  the  privilege  of  issuing  notes.  See  House  Doc.  10  of  1854,  PP- 
37-39-  In  1855  a  committee  of  the  House  recommended  a  tax  upon 
circulation.    House  Doc.  293  of  1855,  pp.  5-6. 

^The  immediate  eflfect  of  the  tax  was  a  marked  reduction  in  the 
dividends  paid  by  Massachusetts  banks.  In  1812  dividends  had 
averaged  7.06  per  cent. ;  the  next  year  they  declined  to  5.62  per  cent. 
Of  course  the  disturbance  of  commerce  contributed  to  the  result  for 
1813.  From  1808-1812  the  dividends  averaged  7.45  per  cent.;  from 
1813-1839  they  averaged  5.93  per  cent.  Hunt's  Merchant's  Magazine, 
II.  142-3. 

'"  Statistics  of  the  yield  of  the  tax  may  be  found  in  Felt,  Taxation 
in  Massachusetts,  579-580;  and  in  House  Doc.  i  of  1843.  These  two 
statements  do  not  agree  precisely,  possibly  because  the  former  gives 
the  gross  receipts  from  the  tax,  while  the  latter  gives  merely  the 
yield  to  the  treasury  after  deducting  the  proportion  paid  for  a  time  to 
various  colleges. 

"*  These  figures  differ  slightly  both  from  those  of  Felt  and  those  of 
House  Doc.  i  of  1843.  They  are  taken  from  the  report  of  the 
treasurer. 
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the  multiplication  of  banking  institutions  promised  a  rapid 
increase  of  the  revenue  from  the  latter  source. 

Since  1795  the  apportionment  of  the  state  tax  had 
changed  materially.  In  1802  polls  were  rated  at  two 
mills  each,^^  with  the  result  that  the  126,010  polls  repre- 
sented $252  in  every  tax  of  $1,000,  as  against  $222  in 
1792.^"  In  1812  the  same  rating  was  continued,  so  that 
the  167,700  polls  of  that  year  counted  for  $335.40  in  each 
$1,000.  Within  twelve  months,  however,  the  legislature 
changed  the  apportionment,^^  and  reduced  the  rating  of 
each  poll  to  one  mill.  Upon  this  basis  the  167,000  polls 
represented  but  $167  in  each  tax  of  $1,000,  or  practically 
one-sixth.  In  1821,  after  Maine  had  been  set  off  as  a 
separate  state,  the  number  of  polls  in  Massachusetts  was 
reduced  to  122,200,  and  it  was  deemed  expedient  to  in- 
crease the  rating  of  each  poll  to  one  and  one-half  mills. 
Accordingly  in  that  apportionment  polls  counted  for 
$183.32  in  every  $1,000,  a  trifle  more  than  one-sixth. 

Still  more  interesting  were  the  changes  which  the 
separation  of  Maine  from  Massachusetts  and  the 
growth  of  wealth  and  numbers  wrought  in  the  proportion 
of  the  state  tax  falling  upon  the  city  of  Boston.  From 
1782  to  1 82 1  the  figures  were  as  follows: 

Per  Cent,  of  State  Tax  Falling  upon  Boston. 

1782 5-65 

1793 918 

1801 12.52 

1811 13.70 

1821 33.16 


"'  At  one  half-penny  in  each  £1,000,  the  rating  of  1792,  each  poll 
counted  for  1-480,000  of  each  apportionment.  The  new  rate  of  two 
mills  in  each  $1,000  made  the  fraction  1-500,000. 

^°  Resolves  of  1802.  See  data  given  by  Felt,  Statistics  of  Taxation, 
544-552. 

^  Resolves  of  June  10,  1813,  and  Feb.  14,  1814. 
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Up  to  181 1  the  quota  of  Boston^^  steadily  increased,  but 
the  abrupt  rise  of  the  percentage  in  1821  is  without  paral- 
lel in  the  history  of  the  state.  Since  this  was  due  in  large 
measure  to  the  separation  of  Maine  from  Massachusetts, 
by  which  change  the  total  state  tax  was  considerably 
reduced,  it  did  not  affect  materially  the  city's  finances. 
The  following  statistics  for  the  years  1820,  1821,  and 
1822  show  the  actual  results  of  the  increase  of  Boston's 
quota  of  the  state  tax: 


Year. 

State  tax. 

Boston's 

Total 

Rate  of 

quota. 

tax  levy 
of  Boston. 

taxation 
in  Boston. 

1820... 

■     $133,382 

$20,900 

$165,200 

$8.00 

1821 . . . 

•       104,515 

20,900 

166,600 

7.90 

1822... 

75,000 

24,800 

172,400 

7-30 

The  reduction  in  the  state  tax  for  1821  was  due  simply  to 
the  loss  of  the  counties  set  off  as  the  state  of  Maine,  and 
made  no  change  in  the  charges  on  the  remaining  counties ; 
the  reduction  in  1822  was  made  possible  by  the  extinction 
of  the  public  debt.  The  change  in  the  basis  of  apportion- 
ment made  Boston's  share  of  a  $75,000^^  tax  in  1822 
larger  by  some  $3,900  than  her  share  of  the  taxes  of  1820 
and  1 82 1.  Yet  the  total  taxes  levied  in  the  city  increased 
less  than  four  per  cent.,  and  the  tax  rate  actually  declined. 
During  this  entire  period  the  annual  assessment  upon 
polls  tended  to  decrease.    We  have  seen  that  from  1795 

^With  Roxbury,  Dorchester,  and  Charlestown  included,  the  per- 
centages are : 

1782 7.5 

1793 ii.i 

1801 14.6 

1811 15.9 

1821 35.8 

^This  is  the  tax  for  general  purposes;  the  representatives'  tax  is 
excluded,  since  it  was  not  affected  by  the  reapportionment. 
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to  1801  the  poll  tax  for  state  purposes  was  fixed  at  28 
cents.  In  1802  it  was  reduced  to  27  cents. ^^  Then  in 
18 10,  in  view,  probably,  of  the  fact  that  the  growth  of 
population  and  of  taxable  males  was  increasing  the  pro- 
portion of  the  taxes  falling  upon  polls,  the  annual  tax  act 
provided  that  the  total  assessments  upon  polls  for  state, 
county,  and  local  purposes  should  not  exceed  one-third 
of  the  aggregate  sums  to  be  raised.  The  tax  act  for  18 14 
abruptly  reduced  the  poll  tax  for  state  purposes  to  14 
cents,  and  stipulated  that  thereafter  not  more  than  one- 
sixth  of  all  assessments  should  fall  upon  polls.  In  1822 
when  the  annual  levy  for  general  state  purposes  was  re- 
duced to  $75,000,  the  state  poll  tax  was  reduced  to  11 
cents,  in  order  to  conform  to  the  rule  followed  since  1814. 
Thus  by  successive  stages  the  proportion  of  state  and 
local  taxes  assessed  upon  polls  had  declined  from  one- 
third  to  one-sixth  of  the  annual  levy. 

The  state  and  representatives' taxes  for  1822  ($93,695) 
represented  a  per  capita  charge  of  but  seventeen  cents,  an 
almost  nominal  burden ;  yet  there  developed  in  the  legis- 
lature of  that  year  a  determined  effort  to  readjust  the 
revenue  system  of  the  state.  Under  the  lead,  apparently, 
of  members  from  the  central  and  western  counties,  it  was 
proposed  to  establish  a  tax  on  insurance  companies,  upon 
public  auctioneers,  and  even  upon  manufacturing  corpora- 
tions.^^ These  projects  were  not  accepted,  but  the  agita- 
tion did  not  immediately  subside.  It  led,  the  next  year, 
to  an  enactment  levying  a  duty  upon  all  real  and  personal 
property  sold  at  public  auction  or  vendue.^^     While  it 


"  Felt,  Statistics  of  Taxation,  543 ;  Report  of  Commissioners  of 
187s,  pp.  16-17.    These  matters  were  regulated  in  the  annual  tax  acts. 

°*  See  Boston  Weekly  Messenger,  Feb.  14  and  March  28,  1822. 

^  Ch.  87  of  1823.  The  duty  upon  personal  property  was  one  per 
cent.,  and  upon  real  property  one-half  of  one  per  cent,  of  the  selling 
price. 
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extended,  of  course,  to  the  sale  of  stocks  and  other  securi- 
ties, the  duty  fell  with  special  weight  upon  imported  mer- 
chandise, which,  according  to  the  custom  of  the  time,  was 
sold  largely  at  public  auction.  It  followed,  naturally,  that 
the  greater  part  of  the  revenue  was  collected  in  Boston, 
so  that  to  this  extent  the  interior  counties  accomplished 
the  object  for  which  they  had  been  striving.  Whether  it 
was  then  hoped  to  abolish  the  state  tax  altogether,  the 
data  now  at  hand  do  not  enable  us  to  determine. 

In  1824  the  auction  duty  brought  in  $27,815 ;  and  in 
1825,  $24,902.  This  was  clearly  insufficient  to  replace  the 
state  tax ;  but,  at  the  same  time,  the  yield  of  the  bank  tax 
advanced  until  it  stood  at  $144,643  for  the  year  last  men- 
tioned. The  bank  and  auction  taxes  were  now  yielding 
$169,600,  and  promised  a  substantial  yearly  increase; 
while  persistent  economy  had  reduced  the  ordinary  ex- 
penditures to  $198,600.^"  The  proceeds  of  public  land 
sales  and  some  miscellaneous  items  furnished  from 
$12,000  to  $15,000  of  additional  revenue;  the  common- 
wealth was  out  of  debt ;  and  accordingly  in  1825  the  legis- 
lature called  for  no  state  tax.  Our  second  period,  there- 
fore, closes  auspiciously,  having  witnessed  the  extinction 
of  the  debt  and  the  disappearance,  for  the  time,  at  least, 
of  the  state  tax  upon  polls  and  estates. 


^  From  the  ordinary  expenditures  I  exclude  $40,000  of  loans  repaid. 
By  the  payment  of  these  obligations  the  state  was  left  without  a 
dollar  of  debt,  save  some  $15,000  of  outstanding  accounts;  while  there 
was  over  $86,000  of  cash  in  the  treasury  besides  $48,000  of  notes  or 
bonds  for  lands  sold  upon  credit. 
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CHAPTER  IV. 

The  Effort  to  Abolish  the  State  Tax. 
(1826- 1 860) 

Under  the  new  financial  policy  the  third  period,  which 
extended  from  1826  to  i860,  opened  with  a  slight  deficit 
for  the  initial  year,  which  would  have  been  materially 
larger  but  for  $29,700  of  belated  payments  on  state  taxes 
of  former  years. ^  This  was  followed  by  further  deficits, 
aggregating  $131,000,  in  1827  and  1828;  and  still  the 
legislature  refused  to  levy  a  state  tax,  contenting  itself 
with  an  act  authorizing  the  treasurer  to  borrow  $150,000. 
The  deficits  had  been  foreseen  by  the  treasurer,  and  Gov- 
ernor Lincoln,  who  from  the  outset  doubted  whether  the 
bank  and  auction  taxes  would  sufiice  for  the  needs  of  the 
state,^  had  strongly  recommended  a  state  tax.^  He 
pointed  out,  also,  that  the  state  was  now  using  for  cur- 
rent expenses  the  proceeds  of  the  land  sales,  a  resource 
which,  from  the  nature  of  the  case,  could  not  be  con- 
sidered permanent. 

In  January,  1829,  the  state  debt  was  $81,900,  the  treas- 
urer predicted  a  large  deficit  for  the  current  year,  and  the 
governor  urged  that  a  state  tax  was  absolutely  neces- 
sary;* but  the  legislature  took  no  action  until  the  June^ 


*  Statistics  of  the  receipts  and  expenditures  from  1825  to  i860  may 
be  found  in  the  tables  at  the  end  of  this  essay. 

'Message,  Jan.  1826. 

'  Messages,  Jan.  1827  and  Jan.  1828. 

*  Message,  Jan.  1829. 

°  The  inaction  of  the  legislature  called  forth  adverse  comment  both 
within  and  without  the  state.    See  Boston  Weekly  Messenger,  March 
19,  1829. 
34  [302 
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session,  when,  in  response  to  new  entreaties  from  the 
governor,  it  called  for  a  tax  of  $75,000 — less  than  had 
ever  been  asked  since  1780,  and  not  enough  to  prevent 
a  deficit,  this  time  of  $31,000.  The  return  to  direct  taxa- 
tion had  been  due  to  no  fault  of  the  bank  and  auction 
taxes,  which,  as  anticipated,  increased  from  $169,600  in 
1825  to  $240,000  in  1829.  The  trouble  was  that  the 
outlay  had  risen,  with  even  greater  rapidity,  from  $198,- 
500  to  $293,900,  leaving  a  gap  which  the  income  from 
lands  and  miscellaneous  sources  could  not  fill. 

In  1830  and  1831  there  were  further  deficits  aggregat- 
ing $66,800,  also  due  to  the  growth  of  expenditures, 
which  rose  to  $381,300  in  the  latter  year.  It  was  neces- 
sary, therefore,  in  each  year,  to  levy  a  state  tax  of  $75r 
000.  By  the  opening  of  1832  the  debt  had  risen  to 
$169,480,  and  the  treasurer  predicted  a  deficit  for  the 
current  year.  Governor  Lincoln  now  urged  a  policy  of 
economy  and  retrenchment,*'  and  the  finance  committee 
of  the  House  of  Representatives  proposed  to  increase  the 
state  tax  to  $100,000.  In  its  report  upon  the  financial 
situation'  the  committee,  of  which  Robert  Rantoul  was 
then  chairman,  argued  that  the  direct  tax  upon  polls  and 
estates  was  preferable  to  any  other  because  it  "presents 
directly  to  the  view  of  every  citizen  the  amount  of  his 
contribution  towards  the  expenses  of  the  State"  and  "af- 
fords the  greatest  security  that  no  more  will  be  demanded 
than  the  public  good  requires."  It  is  evident  that  the 
committee — and  with  good  reason — believed  that  expen- 
ditures had  increased  unwarrantably  since  the  state  tax 
was  suspended  in  1825.  Yet  in  the  face  of  six  successive 
deficits  the  legislature  refused  to  call  for  another  tax. 
Such  action,  or  rather  inaction,  seems  incomprehensi- 


'  Message,  Jan.,  1832. 
'  House  Doc.  7  of  1832. 
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ble ;  but  there  were  mitigating  circumstances.  In  the  first 
place  some  $74,000  of  the  state  tax  of  183 1  was  unpaid 
and  would  come  into  the  treasury  in  1832.  Then  a  num- 
ber of  new  banks  were  being  established,  and  the  bank 
tax  was  certain  to  increase ;  as  a  matter  of  fact,  the  receipts 
from  the  bank  and  auction  taxes  advanced  from  $222,900 
in  183 1  to  $272,300  in  1832,  and  to  $309,800  the  fol- 
lowing year.  Moreover  a  policy  of  retrenchment  had 
been  adopted,  temporarily  at  least,  by  which  the  expendi- 
tures for  1832  were  likely  to  be  materially  reduced. 
Finally,  in  the  previous  year  the  state  had  received  $281,- 
000  from  the  federal  government  in  reimbursement  for 
part  of  its  outlay  during  the  \\'ar  of  181 2,  and  this  money 
had  been  deposited  at  interest,  in  Boston  banks,  awaiting 
final  disposition.  In  view  of  these  facts,  the  outstanding 
debt  of  $169,000  did  not  seem  a  matter  of  great  moment. 
As  events  proved,  1832  and  the  two  following  years 
showed  large  surpluses,  aggregating  $147,000,  which 
made  it  possible  to  reduce  the  debt  to  $67,488  at  the 
beginning  of  1835.  This  favorable  result  was  due  in 
some  part  to  a  reduction  of  expenditures  and  an  increase 
in  the  yield  of  the  bank  and  auction  taxes  f  then,  too,  in 

1832  no  less  than  $74,500  was  received  from  the  state 
tax  of  1 83 1.  But  the  revenues  had  been  unexpectedly 
swollen  by  a  sudden  rise  in  the  proceeds  of  land  sales, 
which,  as  against  $10,900  in  1830,  brought  in  $77,300  in 

1833  and  $50,300  in   1834.^     When  Governor  Lincoln 


*  These  taxes  yielded  $336,200  in  1834  as  compared  with  $231,300 
in  1830. 

®  The  large  receipts  for  1833  represent  an  accumulation  of  the 
income  for  two  or  three  years.  In  1831  a  law  was  passed  providing 
that  the  land  revenues  should  be  credited  to  a  separate  fund  and 
safely  invested  by  the  treasurer.  This  was  intended  as  the  first  step 
toward  separating  land  sales  from  the  ordinary  revenue.  (Ch.  98 
of  1830.)     In  1833,  however,  the  legislature,  rather  than  levy  a  state 
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retired  from  office  at  the  end  of  1833,  he  declared  himself 
satisfied  with  the  financial  policy  of  the  state  i^*^  yet  the 
treasury  was  at  that  moment  largely  dependent  upon  the 
land  revenue,  which,  as  the  governor  had  cautioned  the 
legislature  a  few  years  before,  could  not  prudently  be 
used  for  meeting  ordinary  expenditures. 

In  judging  the  policy  of  the  legislature,  however,  cer- 
tain other  factors  should  be  taken  into  account.  The  state 
was  experiencing  the  general  prosperity  attending  the 
great  speculative  movement  which  culminated  in  the  panic 
of  1837.  Banks  were  multiplying,  and  the  yield  of  the 
bank  tax  was  increasing  greatly ;  imports  were  large,  and 
the  revenue  from  the  auction  tax  was  steadily  growing  ;^^ 
finally,  the  lands  in  Maine  were  in  lively  demand,  and  the 
income  from  this  source  was  rising  with  unprecedented 
rapidity. ^^  At  many  points,  in  fact,  the  experience  of  the 
commonwealth  paralleled  that  of  the  federal  government 
at  this  epoch.  So  favorable  was  the  outlook,  indeed,  that 
the  legislature  felt  able  to  create  the  Massachusetts  school 
fund,^^  and  to  provide  that  the  $281,000  received  from 
the  federal  government  in  183 1,  as  well  as  one-half  the 
proceeds  of  land  sales  affected  after  January  i,  1835, 
should  be  placed  to  the  credit  of  the  fund.^^ 

tax  ordered  that  this  fund  should  be  restored  to  the  ordinary  revenue. 
(Ch.  55  of  1833.) 

"  Senate  Doc.  6  of  1834. 

"  During  the  seven  years  culminating  in  1837  the  yield  of  the  bank 
and  auction  taxes  advanced  as  follows : 

Bank  Tax.        Auction  Tax. 

1830 $198,200  $33,100 

1837 379.200  55,900 

'-  From  1825  to  1830  the  land  sales  had  brought  in  from  twelve  to 
fifteen  thousand  dollars  a  year.  In  1834  the  receipts  were  $50,300; 
and  the  following  year,  $179,600,  of  which  one-half  was  turned 
into  the  school  fund. 

"  Ch.  169  of  1834. 

"By  1840  the  school  fund  had  grown  to  $437,592;  by  1850,  to 
$904,000;  and  by  i860,  to  $1,523,000. 
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The  year  1835  brought  an  increase  of  more  than  thirty- 
six  per  cent,  in  the  expenditures,  and  a  resulting  deficit 
of  $47,800,  although  the  revenues  were  larger  than  ever 
before.  Similar  results  v^ere  shown  in  1836  and  1837, 
the  expenditures  amounting  to  $510,400  in  the  latter  year. 
Once  more  the  state  was  forced  to  borrow  money  for 
current  expenses,  and  the  debt  began  to  increase.  Three 
successive  deficits  had  now  occurred,  and  the  panic  of 
1837  had  brought  to  an  end  the  remarkable  commercial 
activity  which  had  swollen  the  revenues  from  the  bank 
and  auction  taxes,  yet  no  move  was  made  to  levy  a  state 
tax. 

At  this  time,  indeed,  the  commonwealth  was  interested 
in  important  enterprises  which  diverted  attention  from 
commonplace  questions  of  finance.  Railroad  construction 
was  actively  under  way  in  Massachusetts,  and  the  credit 
of  the  state  was  being  used  in  aid  of  various  companies. 
In  1837  the  commonwealth  subscribed  for  $1,000,000  of 
stock  in  the  Western  Railroad ;  and  loans  were  soon  made 
to  this  and  to  other  companies,  for  which  mortgage  bonds 
were  taken  as  security.  During  the  next  six  years 
$1,000,000  was  borrowed  and  invested  in  Western  Rail- 
road stock;  and  not  less  than  $5,050,000  in  railway 
bonds. ^^  In  1837,  also,  Massachusetts  received  $1,338,- 
173  from  the  national  government,  as  its  share  of  the 
surplus  revenue  deposited  with  the  states.  Governor 
Everett  urged  that  the  Western  Railroad  stock  should  be 
purchased  out  of  this  deposit  •,^^  but  the  legislature  decided 
to  distribute  the  money  among  the  towns,  and  to  make  a 
loan  in  order  to  pay  for  the  subscription.  This  was,  there- 
fore, a  year  of  large  undertakings.  Massachusetts,  like 
many  of  the  other  states,  was  busy  with  great  internal 


"  Full  data  showing  the  growth  of  these  loans,  by  years,  may  be 
found  in  House  Doc.  10  and  Senate  Doc.  21  of  1843. 
"  Message,  Jan.,  1837. 
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improvements  which  made  a  mere  deficit  in  its  ordinary 
revenue  seem  too  small  a  matter  for  serious  consideration. 
During  1838  the  revenue  from  the  bank  and  auction 
taxes  steadily  declined,  while  the  half  of  the  land  sales 
not  appropriated  to  the  school  fund  under  the  law  of  1834 
was  now  diverted  to  a  sinking  fund  created  to  retire  the 
scrip  issued  in  purchasing  stock  in  the  Western  Rail- 
road. ^''^  From  this  time  onward  the  eastern  lands  no 
longer  figure  among  the  ordinary  revenues. ^^  Governor 
Everett  at  this  juncture  merely  warned  the  legislature 
that  economy  was  necessary,  and  the  unpleasant  subject 
of  a  state  tax  seems  to  have  been  avoided  by  common 
consent.  The  only  possible  result  was  another  deficit,  this 
time  of  $72,300.  In  1839  legislative  inaction  continued,^^ 
although  a  committee  was  appointed  to  consider  plans  for 
retrenchment;  and  a  further  deficit  of  $67,900  was  re- 
ported. At  the  opening  of  1840  the  debt  of  the  state  was 
$602,000,^*^  of  which  one-half  represented  the  five  suc- 
cessive deficits,  and  the  other  half  the  Western  Railroad 
stock  purchased  up  to  that  date.  In  addition  there  was  a 
contingent  liability  for  $3,240,000  of  borrowed  money 
loaned  to  various  railroads  and  secured  by  bonds  held  in 
the  treasury.^^ 


"  Ch.  172  of  1837. 

^'  Small  sums  received  in  payment  of  notes  given  for  lands  sold  in 
earlier  years  still  appear  in  the  ordinary  revenues.  In  1853  the 
remaining  lands  in  Maine  were  sold  for  $616,000,  and  this  sum  was 
divided  between  the  school  and  sinking  funds.  From  1820  to  1851 
the  total  land  receipts  were  $1,998,000.    House  Doc.  47  of  1851. 

"  Governor  Everett,  in  his  message  of  January,  1839,  reviews  care- 
full}'  the  policy  of  the  state  since  1825.  He  said  that  in  earlier  times, 
when  revenues  had  been  raised  chiefly  by  a  direct  tax,  expenditures 
had  been  kept  "within  the  limits  of  severe  economy" ;  and  that,  as 
soon  as  the  tax  was  suspended,  the  appropriations  became  much 
larger. 

'"  House  Doc.  10  of  1843. 

"  Senate  Doc.  21  of  1843. 
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In  1840  a  Democratic  governor,  Marcus  Morton,  sent 
the  legislature  a  message  that  dealt  vigorously  with  the 
financial  situation. ^^  He  pointed  out  that  for  several 
years  the  state  had  been  borrowing  money  for  current 
expenses,  and  had  made  little  effort  to  reduce  the  annual 
outlay.^^  He  referred  also  to  the  heavy  liabilities  incurred 
by  aiding  railroad  enterprises,  and  seemed  doubtful  of  the 
wisdom  of  this  policy.  As  a  remedy  for  the  recurring 
deficits  he  urged  heroic  measures  of  retrenchment,  believ- 
ing that  the  bank  and  auction  taxes  would  suffice  for  the 
legitimate  needs  of  the  commonwealth.  His  criticism  of 
the  policies  pursued  by  previous  administrations  called  out 
lively  rejoinders  from  the  Whig  members  of  the  legisla- 
ture and  the  Whig  State  Central  Committee. ^^ 

At  this  distance  it  is  not  difficult  to  determine  the  merits 
of  the  controversy  thus  aroused.  Governor  Morton  was 
right  in  believing  that  there  had  been  extravagance,  as 
we  shall  presently  see;  the  Whigs  were  right  in  main- 
taining that  much  of  the  increased  expenditure  was  for 
desirable  and  necessary  objects.  The  governor  was  right 
in  condemning  the  policy  of  borrowing  to  meet  recurring 
deficits;  yet  the  Whigs  could  point  to  the  fact  that  con- 
siderable sums  of  money  had  been  diverted  from  the 
ordinary  revenues  into  the  school  and  sinking  funds,  so 
that  the  actual  situation  was  not  so  serious  after  all.  With 
regard  to  existing  investments  in  railroad  securities,  time 
showed  that  Mr.  Morton's  fears  were  groundless.  Mas- 
sachusetts was  a  small  state  with  a  comparatively  dense 
population;  and  the  early  railroads,  offering  no  difficult 
engineering  problems,  were  reasonably  successful.  The 
Western  Railroad  stock  proved  ultimately  a  good  invest- 

'^  Message,  Jan.  1840. 

°' Expenditures  had  been  $510,400  in  1837  and  $481,200  in  1839. 
"  "Answer  of  the  Whig  Members  of  the   Legislature" ;   and  "A 
View  of  the  Public  Expenses  of  Massachusetts". 
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merit ;  and  the  early  loans  secured  by  railroad  bonds  were 
no  burden  to  the  state  since  the  companies  were  able  to 
pay  the  interest  and  make  adequate  contributions  to  sink- 
ing funds.  Internal  improvements  in  Massachusetts  pre- 
sented a  radically  different  problem  from  that  which  they 
offered  in  the  South  or  West;  but  that  danger  lurked  in 
the  policy  of  public  grants  to  private  enterprises,  subse- 
quent ventures  with  the  Hoosac  Tunnel  and  the  Boston, 
Hartford,  and  Erie  were  to  demonstrate.  Finally  it  is 
too  clear  for  controversy  that  the  policy  of  the  state  with 
reference  to  its  ordinary  revenue  and  expenditure  had 
not  been  a  sound  one,  and,  if  persisted  in,  would  finally 
lead  to  trouble. 

Rigid  economy  and  retrenchment  now  became  the 
order  of  the  day.  In  1840  a  reduction  of  $65,400  in  the 
ordinary  expenditures  reduced  the  deficit  to  $10,100,  and 
in  1 84 1  a  small  surplus  appeared.  The  policy  of  financing 
the  state  without  direct  taxation  had  now  been  in  opera- 
tion for  sixteen  years  (1826-1841)  ;  and  a  special  state- 
ment prepared  by  the  treasurer^^  showed  that,  during  this 
period,  the  ordinary  expenditures  had  been  $6,143,624, 
and  the  ordinary  revenues,  $5,816,218,  leaving  a  net 
deficit  of  $327,400.  As  an  offset,  there  were  the  accumu- 
lated school  and  sinking  funds  ;^'^  but  this  fact  merely 
relieved  the  seriousness  of  the  situation  without  making 
conditions  satisfactory. 

During  these  years  of  recurring  deficits  two  or  three 
new  taxes  found  their  way,  for  longer  or  shorter  times, 
into  the  revenue  system  of  the  state.  The  general  insur- 
ance law  enacted  in  i832^'''  provided  that  the  agents  of 
foreign  insurance  companies  doing  business  in  Massachu- 


'^  House  Doc.  8  of  1842. 

^'This  fact  served  as  the  usual  defence  of  the  policy  of  the  state. 
See  House  Doc.  15  of  1845,  pp.  15-16. 
"  Ch.  140  of  1832. 
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setts  should  be  taxed  whenever  the  states  in  which  they 
were  chartered  imposed  a  tax  upon  agents  of  Massachu- 
setts companies.  This  is  interesting  as  the  second  cor- 
poration tax  introduced  in  Massachusetts,  and  one  of 
the  earhest  of  the  retahatory  insurance  taxes  which 
later  became  so  common  among  the  states;  it  was  insig- 
nificant, however,  from  a  financial  point  of  view,  although 
various  later  enactments  sought  to  make  it  more  effectual. 
Prior  to  1852  it  generally  yielded  less  than  a  thousand 
dollars;  and  then,  after  amendment,-^  brought  in  about 
five  thousand. 

A  tax  upon  alien  immigrants  was  somewhat  more  pro- 
ductive. This  levied  a  duty  of  two  dollars  upon  each 
alien  passenger  brought  into  the  state,  and  was  at  first  a 
local  tax.  After  1840,  however,  the  towns  were  required 
to  pay  into  the  state  treasury  any  surplus  the  tax  might 
produce  over  and  above  the  cost  of  maintaining  alien 
paupers. ^^  From  1840  to  1849  ^^e  state  received,  upon 
an  average,  something  less  than  ten  thousand  dollars  a 
year  from  this  source.  Thereafter,  with  the  increase  of 
immigration,  the  receipts  increased  materially,  rising  to 
$52,634  in  1856;  then  declining  until  they  fell  to  $13,396 
in  1860.30 

Finally  in  1841  a  probate  duty,  or  tax,  of  one- fourth 
of  one  per  cent  of  the  value  of  estates,  was  established  in 
order  to  meet  the  expenses  of  the  probate  courts. ^^  This 
act  was  repealed^^  after  it  had  been  in  operation  for  two 


"*  Ch.  331  of  1851,  ch.  453  of  1854. 

'^Chs.  238  of  1837,  96  of  1840,  and  313  of  1848.  Cf.  Cummings, 
Poor  Laws  of  Massachusetts  and  New  York,  39. 

*°  In  1849  the  federal  courts  declared  this  tax  unconstitutional. 
But  the  state  legislature  enacted  a  new  law,  slightly  changed  in  form, 
and  the  state  continued  to  collect  the  tax.  Chs.  105  of  1850  and  279 
of  1852. 

"  Ch.  123  of  1841. 

■"Ch.  II  of  1843. 
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years,  during  which  it  produced  a  trifle  more  than  twenty- 
thousand  dollars.  Except  in  a  few  years  prior  to  1854, 
when  the  tax  on  alien  passengers  made  a  respectable 
showing  in  the  budget,  none  of  these  auxiliary  taxes  con- 
tributed materially  to  the  revenue  of  the  state;  and  the 
same  is  true  of  a  license  tax  upon  peddlers  and  hawkers, 
established  in  1846.^^  The  unsatisfactory  condition  of 
the  treasury  in  1843  ^^^  ^^  some  discussion  of  a  tax  upon 
railroad  corporations,^^  but  nothing  came  from  the  sug- 
gestion; and  the  tax  system  of  Massachusetts  continued 
unchanged  in  its  general  features  down  to  the  Civil  War. 
During  1842  and  1843  further  retrenchment^^  enabled 
the  treasury  to  show  moderate  surpluses,  yet  not  large 
enough  to  extinguish  the  accumulated  debts.  In  the 
latter  year,  at  the  suggestion  of  Governor  Morton,  who 
had  returned  to  the  executive  chair,  a  general  reduction 
of  salaries  was  effected. ^^  For  the  time  being  the  deficits 
had  been  abolished ;  but  the  revenues  were  no  larger  than 
in  1838,  and  there  was  need  of  persistent  economy.  Gov- 
ernor Morton  believed,  furthermore,  that  the  direct  and 
contingent  debts  were  dangerously  large,^^  and  that  the 

^Ch.  244  of  1846.  The  receipts  were  $4,493  in  1847;  thereafter,  as 
the  result  of  lax  enforcement,  they  declined.    In  i860  the  tax  brought 
in  $171. 
"  House  Doc.  92  of  1843. 

^  Cf.  reports  of  the  finance  committee  in  1841  and  1842.     House 
Docs.  8  and  63  of  1841,  and  16  of  1842. 
*"  Ch.  9  of  1843. 
^  In  1843  the  debt  was  as  follows : 

Temporary  loans  (to  meet  deficits) $174,200 

Charles  River  Bridge  loan 25,000 

Western  Railroad  stock  loan 1,015,500 

Total  direct  debt $1,214,700 

Contingent  debt   5,050,000 

$6,264,700 
House  Doc.  10  and  Senate  Doc.  21  of  1843. 


44  American  Economic  Association  [312 

practice  of  borrowing  and  the  suspension  of  the  state  tax 
made  the  legislature  careless  about  authorizing  new  ex- 
penditures.^^ 

At  this  point  it  becomes  necessary  to  study  in  detail 
the  movement  of  the  state's  expenditures  from  1825  to 
i860.  For  this  purpose  two  tables  may  be  constructed, 
one,  retrospective,  showing  the  outlay  in  significant  years 
from  1825  to  1842;  the  other,  prospective,  performing 
the  same  service  for  the  period  1842  to  i860.  The  first 
table  is  as  follows : 

Expenditures  (in  thousands  of  dollars). 

1825.  1831.  1832.  1837.  1842. 

1.  Legislative,  executive,  and  judicial     93.6  193.6  173.4  282.1  154.9 

2.  Industrial  and  educational 3.2  10.5  12.6  13.4  23.8 

3.  Charitable   51.4  110.5  60.4  98.1  73.5 

4.  Military    3.1  9.2  8.7  36.2  31. i 

5.  Penal    17.6  48.8  31.6  52.6  23.9 

6.  Interest    i.o  6.8  y.;^  18.2  44.7 

7.  Miscellaneous    28.6  1.8  10.5  9.9  5.7 

Total    198.5     381.2    304.5     510.5     357.6 

The  rapid  growth  of  expenditures  after  the  state  tax 
was  suspended  in  1825  is  shown  by  the  large  total  outlay 
for  183 1,  and  the  sobering  effect  of  reintroducing  the  tax 
is  reflected  in  the  reduced  outlay  for  1832.  The  increase 
of  expenditures  again,  under  the  influence  of  commercial 
prosperity  and  increasing  revenue  from  the  bank  and 
auction  taxes,  is  shown  in  the  figures  for  1837;  w^hile  the 
forced  retrenchment  after  the  great  panic  reaches  its 
full  extent  in  1842.  The  total  expenditures  of  the 
commonwealth,  evidently,  were  as  variable  as  its  revenues. 

^Concerning  certain  outlays  authorized  in  the  past,  he  said: 
"These  expenditures  never  would  have  been  incurred  by  the  govern- 
ment, had  it  been  under  the  necessity  of  raising  the  amount  expended, 
directly,  and  in  a  perceptible  form,  from  the  people."  Message,  Jan. 
1843.     His  remarks  called  out  an  "Address  of  the  Whig  Members." 
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From  1825  to  1831  the  chief  increase  was  in  the  legis- 
lative, charitable,  and  penal  expenditures ;  and  it  is  de- 
monstrable that  a  considerable  part  of  this  was  due  to 
loose  and  extravagant  management,  pure  and  simple. 
Prior  to  1826  the  pay  of  members  of  the  House  of  Repre- 
sentatives had  been  charged  to  the  towns,  and  added  to 
the  annual  state  tax;  but  when  the  state  suspended  the 
tax,  it  automatically  assumed  the  burden  of  paying  these 
salaries.  The  towns,  acordingly,  began  to  send  a  larger 
number  of  representatives, — the  House  becoming  finally 
so  large  as  to  be  unwieldy, — and  this  item  of  expenditure 
increased  prodigiously.  In  1825  the  entire  pay  of  the 
legislature  was  $36,603,  while  by  1837  it  had  risen  to 
$164,583.^^  When  retrenchment  became  necessary,  this 
item  was  readily  enough  reduced  until,  in  1842,  it 
amounted  to  no  more  than  $60,834.  The  chief  factor, 
therefore,  in  producing  the  twelve  deficits  which  occurred 
between  1826  and  1840  was  one  that  was  wholly  in  con- 
trol of  the  legislature  itself  and  directly  connected  with 
the  suspension  of  the  state  tax."**^ 

The  growth  of  charitable  expenditures  was  due  chiefly 
to  the  increase  of  grants  in  aid  of  the  blind,  the  deaf  and 
dumb,  the  state  lunatic  hospital,  and  other  legitimate  pur- 
poses; but  there  was  much  waste  in  the  outlay  for  the 
support  of  state  paupers — a  subject  to  which  we  shall 
presently  return.  Penal  expenses  increased  on  account 
of  the  growing  cost  of  criminal  prosecutions  in  the  vari- 
ous counties,  of  which  the  commonwealth  assumed  two 

'"  See  messages  of  Governor  Everett,  Jan.  1839,  and  of  Governor 
Davis,  Jan.  1842.  This  aspect  of  the  state's  finances  at  this  period 
is  shrewdly  criticized  by  Alexander  Trotter,  in  his  Observations  on 
the  Financial  Position  of  the  States  of  the  North  American  Union, 
121-122. 

*"In  1829,  1830,  and  1831,  when  state  taxes  were  laid,  no  special 
tax  upon  the  towns  for  representatives'  expenses  was  included  in  the 
levies. 
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thirds.  There  was  no  adequate  supervision  over  county 
affairs,  abuses  in  the  administration  of  criminal  justice 
developed,  and  the  outlay  was  unnecessarily  large.^^ 
Upon  the  whole,  it  seems  certain  that  legitimate  expendi- 
tures need  not  have  increased  faster  than  the  revenues 
during  the  years  from  1826  to  1842 — a  conclusion  which 
is  borne  out  by  the  fact  that,  under  the  pressure  of  neces- 
sity, the  outlay  was  greatly  reduced  after  the  panic  of 

1837. 

The  second  table  will  give  the  reader  a  fair  idea  of  the 
general  movement  of  the  state's  finances  from  1842  to 
i860: 

Expenditures^^  (in  thousands  of  dollars). 

1842.  1850.  1855.  i860. 

1.  Legislative,  executive,  and  judicial  154.9  208.6  441.6  358.5 

2.  Industrial  and  educational 23.8  16.7  44.8  70.8 

3.  Charitable   73.5  153.9  398-7  290.8 

4.  Military     31. i  26.8  78.3  68.8 

5-  Penal    23.9  95.1  255.0  232.0 

6.  Interest    44.7         58.1        113.2         94.4 

7.  Miscellaneous     5.7  6.9         79.5         78.6 


Total    357.6       566.1     1,411-1     1,193-9 

After  a  moderately  rapid  increase  of  expenditures  from 
1842  to  1850,  it  will  be  observed,  the  outlay  increased  by 
leaps  and  bounds  until  by  1857  ^^e  people  of  the  state 
were  living  in  a  new  financial  world.  In  1842  the  total 
expenditure  was  approximately  45  cents  per  capita;  in 
1850  it  was  but  57  cents;  but  in  1855  it  rose  to  $1.27, 
declining  to  97  cents  in  i860.     The  absolute  increase  is 


"  See  message  of  Governor  Everett  in  Jan-  1837,  and  especially  the 
messages  of  Governor  Banks  in  1859  and  i860. 

**The  figures  show  money  disbursed  during  the  year.  After  1855 
they  differ  from  certain  tables  in  the  auditor's  report,  which  state 
expenditures  properly  belonging  to  each  year.  Our  figures  follow 
the  treasurer's. 
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greatest  in  the  first,  third,  and  fifth  items,  in  which,  un- 
fortunately, there  was  the  most  extravagance  and  waste. 
Legislative  expenditures,  after  being  held  within  bounds 
until  1850,  suddenly  increased  again  with  no  correspond- 
ing gain  in  efficiency.  The  construction  of  railways  en- 
abled members  to  absent  themselves,  delaying  the  work 
of  the  legislature  and  prolonging  the  sessions.  Petty 
extravagance  and  "graft"  developed  in  supplying  mem- 
bers with  newspapers,  jack-knives,  and  miscellaneous  artic- 
les; while  favoritism  was  shown  in  purchasing  supplies 
and  letting  contracts  for  repairs  on  the  state  house.  These 
abuses  were  sharply  criticized  by  the  auditor  in  his  reports 
for  1854  and  1856;  in  1858,  the  per  diem  allowance  to 
members  was  replaced  by  fixed  salaries,'*^  after  which  the 
length  of  the  sessions  decreased  and  expenditures  dimin- 
ished. The  outlay  for  penal  purposes  was  rapidly  swol- 
len after  1842  by  the  increased  cost  of  criminal  prosecu- 
tions in  the  counties,  which  reached  $79,800  in  185 1  and 
$223,cx)0  in  1858.^^  Governor  Banks's  attacks  upon  the 
abuses  that  prevailed  here  led  at  length  to  the  passage  of 
a  law  by  which  the  state  ceased  to  bear  any  part  of  this 
burden. ^^  The  charitable  expenditures,  always  attended 
with  abuses,  advanced  rapidly  as  immigration  assumed 
large  proportions  after  1840.  Some  increase  here  was 
inevitable;  but  it  was  proven  in  185 1  that  the  towns  had 
been  systematically  cheating  the  state,  by  collecting  board 
for  dead  paupers  or  overcharging  for  live  ones.^^     In 

^Ch.  2  of  1858. 

"  The  enormous  increase  from  1853  to  1858  was  largely  caused  by 
the  undue  cost  of  prosecutions  under  the  prohibitory  law.  Local 
officials,  paid  by  fees,  showed  undue  diligence  in  prosecuting  cases 
where  conviction  was  impossible. 

**  Ch.  191  of  i860.  Cf.  Governor  Banks's  messages  of  1859  and 
i860. 

"John  Cummings,  Poor  Laws  of  Massachusetts  and  New  York, 
44;  Reports  of  State  Board  of  Charities,  1864,  1882,  and  1884. 
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1852  the  construction  of  state  almshouses  was  begun,  but 
this  measure  did  not  decrease  the  cost  of  supporting  the 
commonwealth's  poor.  The  whole  matter  was  still  in  an 
unsatisfactory  condition  when  the  State  Board  of  Chari- 
ties was  established  in  1S63. 

But  after  making  allowance  for  much  extravagance 
and  waste,  there  remained  a  considerable  part  of  the  in- 
creased outlay  which  was  both  desirable  and  inevitable. 
Large  sums  were  spent  in  i860  upon  dependent  and  de- 
fective classes  wholly  neglected  half  a  century  before. 
Hospitals,  asylums,  reformatory  and  correctional  institu- 
tions, were  demanded  by  the  conditions  of  the  time;  and 
these  things  cost  money.  Various  boards  and  commis- 
sions of  a  supervisory  or  administrative  character  had 
come  into  existence,  entailing  additional  expense.  The 
militia  system  of  the  state  was  in  process  of  moderniza- 
tion, and  other  branches  of  the  public  service  were  being 
extended  and  improved.  Even  if  extravagance  had  been 
eliminated,  the  total  expenditures  of  the  state  would  have 
increased ;  whether  the  per  capita  outlay  need  have  risen, 
is  a  question  which  cannot  be  determined  with  certainty. 

It  will  be  recalled  that  in  1843  ^  policy  of  vigorous  re- 
trenchment had  restored  stability  to  the  finances  of  Mas- 
sachusetts; but,  at  the  opening  of  1844,  the  condition  of 
the  treasury  again  required  serious  attention.  The  prin- 
cipal disturbing  factor  was  the  increase  in  the  interest 
upon  the  scrip  issued  to  purchase  Western  Railroad 
stock  which  had  not  yet  begun  to  yield  dividends.  Since 
1837,  although  retrenchment  had  been  enforced  in  other 
departments,  the  annual  interest  payments  had  advanced 
from  $18,212  to  $56,229;  while  $71,588  would  be  due  in 
1844,  all  but  $10,000  of  which  was  chargeable  to  the  ac- 
count of  the  railroad  investment.  The  growth  of  immi- 
gration,  moreover,   threatened  an   increase  of  expendi- 
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tures  for  state  paupers;  while  the  yield  of  the  bank  tax 
was  expected  to  decline.  The  finance  committee,  in  view 
of  the  prospective  deficit,  recommended  that  a  state  tax 
of  $75,000  be  levied;  and  the  legislature,  for  the  first  time 
since  1825,  responded^^  promptly  to  this  wise  sugges- 
tion.-*^ 

The  year  1844  showed  a  deficit  of  $36,600,  since  little 
was  received  from  the  state  tax  until  the  following  year; 
and,  at  the  opening  of  1845,  another  deficit  being  pre- 
dicted, a  second  tax  of  $75,000  was  called  for.  But  be- 
fore the  end  of  the  year  dividends  of  $60,000  were  re- 
ceived from  the  Western  Railroad  stock,  and  a  surplus 
was  finally  reported.  Since  the  dividends  were  equal  to 
the  interest  upon  the  railroad  scrip,  and  were  expected 
to  continue,  it  was  decided  to  levy  no  tax  in  1846.  Thus 
the  state  returned  to  the  policy  of  1825.  In  1846  and 
1847  the  expectations  of  the  legislature  were  not  disap- 
pointed, and  surpluses  aggregating  $102,500  were  re- 
ported. By  the  latter  year  the  loans  contracted  to  meet 
former  deficits  had  been  extinguished,  and  the  direct  debt 
of  the  state  was  reduced  to  $995,000,  representing  what 
had  proved  a  profitable  investment  in  Western  Railroad 
stock. 

Business  conditions  were  now  improving,  and  the  rev- 
enue from  the  bank  and  auction  taxes  was  on  the  increase. 
The  latter  tax  was  amended  before  long  in  such  a  way  as 
to  reduce  its  productivity,  and  in  1852  it  was  finally  abol- 
ished.^^    Receipts  from  the  bank  tax,  however,  continued 

"  Ch.  165  of  1844- 

**The  finance  committee,  in  its  report,  took  occasion  to  say  that 
Massachusetts  had  been  supported  so  long  by  indirect  taxation,  that 
most  people  had  come  to  look  upon  direct  taxation  as  a  thing  of  the 
remote  past,  and  gone  forever.    House  Doc.  27  of  1844,  p.  9. 

*^  Chs.  138  of  1849  and  139  of  1852.  The  auction  tax  had  always 
been  unpopular  among  merchants,  and  was  alleged  to  have  diverted 
some  of  the  import  trade  from  Boston  to  Newport. 

21 
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to  grow,  and  soon  made  good  the  loss  of  the  duty  upon 
auction  sales. ^^  But  abundant  revenues^^  raised  without 
a  direct  tax  led  forthwith  to  an  unprecedented  growth  of 
expenditures,  just  as  in  the  early  thirties.  As  a  result, 
five  successive  deficits,  aggregating  $319,700,  were  re- 
ported from  1848  to  1852;  and  a  floating  debt  of  $220,000 
was  accumulated.  Moreover,  not  less  than  $400,000  of 
borrowed  money  had  been  expended  upon  public  build- 
ings and  institutions  not  accounted  for  in  the  ordinary 
budget. 

The  situation  was  in  no  way  alarming.  The  school 
tund  and  the  Western-Railroad-stock  sinking  fund  were 
steadily  growing;  the  floating  debt  was  not  large,  and 
could  have  been  wiped  out  by  a  single  state  tax  of  twenty- 
five  cents  per  capita.  But  such  a  series  of  deficits  was 
inexcusable,  none  the  less.  In  1850,  185 1,  and  1852  the 
deficits  had  been  foreseen,  yet  the  legislature  adopted  no 
effectual  measures  of  relief.  In  1850  the  annual  income 
of  the  Western-Railroad-stock  sinking  fund  was  carried 
to  the  ordinary  revenue  and  made  available  for  current 
expenses.  This  gave  some  relief,  amounting  in  1852  to 
$36,658,  and  soon  increasing  to  $60,000;  but  it  was  a 


"  In  significant  years  the  yield  of  the  bank  and  auction  taxes  was 
as  follows  (in  thousands  of  dollars)  : 

Bank  Tax.      Auction  Tax. 

1837 379-2  55.9 

1844 3056  40.9 

1850 354-7  12.9 

1853 443-3  

1857 590-9  

i860 646.0  

"  Since  1844  the  total  ordinary  revenue,  in  thousands  of  dollars, 
had  stood  as  follows  : 

1844 377-0  1849 490.9 

1845 505-6  1850 492.8 

1846 502.1  1851 566.4 

1847 500.2  1852 598.2 

1848 505.3 
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temporizing  measure,  of  doubtful  propriety.^^  In  1S51 
the  auditor  suggested  the  possibiHty  of  another  foray 
into  the  funds  appropriated  for  the  extinction  of  the  state 
debt,^^  and  the  next  year  raised  the  question  of  selling  the 
Western  Railroad  stock  ;^^  but  this  unwise  counsel  was 
not  listened  to.  Early  in  1852  the  governor  recom- 
mended a  state  tax,^^  but  the  finance  committee  replied 
that  such  a  measure  "would  find  no  favor  with  the  pre- 
sent legislature".^*^  The  state  was  once  more  temporiz- 
ing with  a  financial  situation  that  called  for  vigorous 
action. 

At  the  opening  of  1853  the  gap  between  the  expendi- 
tures and  the  revenues  was  steadily  widening,  and  both 
auditor  and  governor  advised  levying  a  state  tax.  Fur- 
ther delay,  in  fact,  had  become  impossible,  since  the  pros- 
pective deficit  in  the  ordinary  revenues  was  estimated  at 
from  $100,000  to  $150,000;^'''  while  for  extraordinary 
purposes,  such  as  the  new  hospital  and  almshouses,  no 
less  than  $100,000  would  have  to  be  borrowed.     Accord- 


°^  Ch.  189  of  1850.  In  defence  of  the  measure  it  was  said  that  the 
sinking  fund  was  then  large  enough  so  that,  with  the  annual  income 
from  land  sales,  it  would  be  able  to  extinguish  the  railroad  scrip 
when  it  matured  in  1857.  The  interest  on  the  fund,  therefore,  could 
well  enough  be  spared.  See  report  of  auditor,  1850,  p.  19;  House 
Doc.  60  of  1850,  p.  5.  This  argument  would  have  been  valid  if  no 
other  debts  had  been  accumulating.  As  matters  stood,  the  legisla- 
ture, rather  than  levy  a  state  tax,  chose  to  dip  into  a  sinking  fund 
which,  if  larger  than  necessary  for  its  original  purpose,  would  better 
have  been  applied  to  the  reduction  of  the  new  debts  which  were 
being  incurred. 

^'  Report  for  1850,  pp.  29  and  32. 

"Report  for  1851,  p.  30. 

^  Message,  Jan.,  1852. 

^^  House  Doc.  245  of  1852,  p.  2. 

^  This  included  a  deficit  of  $51,000  on  the  usual  charges,  and  from 
$50,000  to  $100,000  for  the  Constitutional  Convention  of  1853.  Report 
of  the  auditor  for  1852,  p.  7. 
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ingly  the  legislature  decided  to  call  for  a  tax  of  $300,000,^^ 
— a  larger  sum  than  had  ever  been  needed  since  Revolu- 
tionary days.  It  represented,  however,  a  per  capita 
charge  of  only  twenty-eight  cents.  With  this  resource 
the  treasury  showed  a  surplus  of  $4,700  for  1853,  both 
the  receipts  and  expenditures  exceeding  all  previous 
records. 

With  the  state  tax  of  1853,  the  plan  of  financing  the 
commonwealth  by  indirect  taxation  finally  broke  down, 
although  this  was  not  recognized  at  the  time.  The  state 
was  now  committed  to  so  many  educational,  charitable, 
and  administrative  enterprises  that  even  the  resort  to 
direct  taxation  did  not  immediately  reduce  the  expendi- 
tures. On  the  ordinary  budget  the  outlay  rose  no  less 
than  one-hundred  and  nine  per  cent  between  1852  and 
1855,^^  ^i^d  did  not  materially  decrease  again  until  after 
the  panic  of  1857.  Moreover  large  sums  of  borrowed 
money,  which  figured  only  in  the  extraordinary  budget, 
were  expended  upon  public  buildings  and  institutions,  in- 
creasing materially  the  future  interest  charges.  Extrav- 
agance was  much  in  evidence,  as  we  have  seen  f^  but  the 
legitimate  needs  of  the  state  had  outgrown  hopelessly  the 
revenue  from  the  bank  tax,  and  budgetary  equilibrium 
could  no  longer  be  secured  without  direct  taxation  or 
some  important  new  resource. 

For  a  time  the  legislature  met  the  situation  manfully 
by  continuing  the  state  tax  in  operation,  and  increasing 
its  amount  as  fast  as  necessary.^^     By  1857  the  tax  had 


°«Ch.  4i7of  1853. 

"'From  $674,600  to  $1,411,200. 

'"'  For  criticisms  of  extravagance  at  this  period  see  governors'  mes- 
sages of  Jan.,  1856,  and  Jan.,  1858 ;  Report  of  auditor  for  1856,  p.  53 ; 
idem,  1857. 

"  The  auditor  and  the  House  committee  on  finance  seem  to  have 
entertained  no  idea  of  letting  deficits  accumulate.  See  reports  of 
auditor  for  1853,  p.  10,  and  1854,  pp.  9-10.    For  the  reports  of  finance 
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risen  to  $899,973,*^^  a  sum  which  would  have  furnished  a 
strong  argument  for  retrenchment,  even  if  the  great  panic 
of  that  year  had  not  suppHed  another. 

From  1858  to  i860  the  ordinary  expenditures  were 
somewliat  reduced,  although  they  never  returned  to  their 
former  proportions.*^^  The  heavy  tax  of  1857  produced 
a  surplus  for  that  year,  and  helped  to  produce  another  in 
1858;  but  in  the  latter  year,  with  budgetary  equilibrium 
barely  restored,  the  legislature  lowered  the  next  tax  to 
$359,988.  At  the  opening  of  1859  the  auditor  urged*^'* 
that  it  was  important  that  the  legislature  should  reduce 
expenditures  sufficiently  to  "bring  them  within  the  ordi- 
nary income  of  the  Commonwealth,  without  resorting  to 
a  state  tax" ;  and  Governor  Banks  expressed  the  hope 
that  persistent  economy  would  make  it  possible  to  abol- 
ish the  state  tax  before  long,  or  reduce  it  to  a  nominal 
figure.^^  Clearly  enough,  direct  taxation  was  still  re- 
garded as  an  "extraordinary"  expedient,  and  the  state 
had  not  abandoned  its  intention  of  returning  to  the  policy 
of  1825,  In  1859,  accordingly,  the  state  tax  was  reduced 
to  $299,994. 

The  result  was  a  deficit  of  $260,200  in  the  ordinary 
budget  for  1859;  yet  the  next  tax  was  reduced  to 
$249,995,  and  a  deficit  of  $177,600  followed  in  i860. 
These  conditions  were  declared  to  be  due  to   unusual 


committees  see  House  Docs.  142  of  1854,  293  of  1855,  284  of  1856,  208 
of  1857,  180  of  1858. 
^  From  1853  to  i860  the  tax  was  as  follows : 

1853 $300,000  1S57 $899,973 

1854 300,000  1858 359.988 

1855 449,986  1859 299,994 

1856 599,982  i860 249,99s 

^  It  is  interesting  to  note  that,  in  1858,  as  a  means  of  securing 
economy,  the  appropriations  for  the  year  were  included  in  a  single 
act.    This  had  not  been  done  since  the  colonial  period. 
"  Report  for  1858,  p.  253. 
°'  Message,  Jan.,  1859. 
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expenditures,  and  in  no  way  indicative  of  unsound  finan- 
cial policies;®^  while  the  auditor  continued  to  urge  that 
the  expenditures  should  be  cut  down  enough  to  bring 
them  within  the  limits  of  the  "ordinary"  revenue.^^ 

The  truth  was,  however,  that  the  state  was  steadily 
running  behind.  From  1853  to  1858,  inclusive,  when  the 
state  tax  had  steadily  increased,  the  ordinary  expendi- 
tures had  exceeded  the  revenues  by  $71,000;  showing 
that  the  legislature  had  not  made  the  tax  too  high  for  the 
needs  of  the  commonwealth.  In  1859  ^^^  i860,  with 
the  tax  cut  in  halves,  the  deficits  had  aggregated  $437,000 ; 
so  that  the  total  deficit  since  1853  was  not  less  than 
$508,000.  Meanwhile  the  commonwealth  had  been  bor- 
rowing money  for  current  expenditures,  as  well  as  for 
public  buildings  and  improvements  of  a  permanent  char- 
acter. Upon  January  i,  1853,  leaving  the  Western  Rail- 
road scrip  out  of  the  account,^^  the  direct  debt  of  the 
state  had  been  $620,000,  of  which  $400,000  represented 
public  works  and  buildings,  and  $220,000  temporar)^ 
loans  to  meet  deficits.  By  January  i,  1861,  the  figures 
had  risen  to  $1,648,900,  of  which  something  less  than 
half  was  due  to  the  deficiencies  in  the  revenues.®^  For 
this  unsatisfactory  result  the  reduction  of  the  tax  after 
1857  ^s  chiefly  responsible. 

Reapportionment  of  the  state  tax  had  been  made  at 
intervals  of  ten  years  by  the  customary  .valuation  commit- 
tees, but  no  changes  of  great  importance  had  occurred 
since  1821.  The  steady  increase  of  population  and  tax- 
able polls  made  it  necessary  to  reduce  the  figures  at  which 

''^  See  reports  of  auditor  for  1859  and  i860,  and  message  of  the 
governor  in  January,  1861. 

^  Report  for  1859,  pp.  271-272,  and  for  i860,  p.  9. 

°*  This  was  paid  off  at  maturity  in  1857  out  of  the  sinking  fund. 

'°  In  1857  some  of  the  temporary  loans  were  funded,  and  it  is  impos- 
sible thereafter  to  state  the  precise  amount  of  debt  contracted  to  meet 
deficits. 
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each  poll  was  rated  in  apportioning  a  tax  of  $1,000. 
From  one  and  one-half  mills,  the  rate  established  m 
i82i,^«  the  figures  gradually  declined  until  m  1861  they 
had  fallen  to  one  half  of  a  mill  -  The  297,234  PoHs 
rated  in  the  latter  year  would  represent,  therefore,  $148-61 
in  every  $1,000  apportioned  among  the  towns,  a  tritle 
less  than  one  sixth  of  each  tax.  The  quota  of  Boston  had 
not  changed  very  greatly  since  the  revolutionary  appor- 
tionment in  1821,  but  her  percentage  had  slightly  de- 
clined, from  33-17  to  31-52. 

In  taxing  polls  the  uniform  rate  of  11  cents  for  each 
state  tax  continued  to  be  prescribed  until  1829  when  a 
general  act  regulating  the  assessment  of  taxes  made  im- 
portant changes.-     This  law  provided  that  thereafter 
one  sixth  of  all  taxes,  state  and  local,  should  be  assessed 
upon  polls;  but  with  the  important  limitation  that  the 
entire  poll  tax  for  city,   town,   and   county  purposes 
should  not  exceed  $1.50.     In    1843    Governor  Morton 
recommended  that  the  poll  tax  be  reduced  to  a  nominal 
figure,^^  but  the  legislature  refused  to  assent  to  his  rec- 
ommendation.'^^ .        o       .1  ^     f 
When  state  taxes  were  reintroduced  m  1853  the  act  of 
1829  was  lost  sight  of  by  the  local  assessors.^«     In  many 

""^"^It,  Statistics  of  Taxation,  544. 

"  Sen   Doc   •^'^  of  1861.  .      -r^      •     J 

«Ch    143  of  1828,  sec.  3.    This  law  was  embodied  in  the  Revised 

''^^^[:^^^r.  expressly  excluded  from  this  limitation^  In 
1859  a  new  let  extended  the  provisions  of  the  act  of  1829  to  highway 
axes  wh  n  not  separately  assessed.  Ch.  I57  of  1859.  The  supreme 
court  held  that  the  limitation  established  in  1829  did  not  apply  to 
school  district  taxes.    14  Pickering,  362. 

:ThTw:s1nfof  fht'points  at  which  the  governor  was  attacked 
by  the  Whig  members  in  their  address  of  1843. 
'«  This  oversight  was  the  easier  m  view  of  ^^e  fact  that  the    ax 
acts  of   1853  and   1854  did  not,  like  those  passed  in  the  twenties, 
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towns,  at  least,  the  whole  sums  needed  to  pay  their  quotas 
were  assessed  upon  property,  in  complete  disregard  of 
the  requirement  that  one  sixth  of  every  tax  should  be 
levied  upon  polls. '^'^  In  a  test  case  the  supreme  court 
decided  that  this  omission  rendered  the  entire  assessment 
invalid,^^  so  that  the  assessors  were  obliged  to  return  to 
the  procedure  established  in  1829.  As  the  state  tax  rose 
from  $300,000  to  $899,973,  the  aggregate  assessment 
upon  polls  considerably  increased;  and  complaints  were 
heard  that  it  was  unjust  to  make  the  payment  of  such  a 
heavy  tax  a  prerequisite  for  the  exercise  of  the  right  of 
suffrage. '"^  Statistics  collected  in  1858^^  show  that  the 
greatest  diversity  existed  among  the  various  towns,  the 
aggregate  tax  payable  by  polls  ranging  from  $2.72  down 
to  less  than  half  that  sum.  Governor  Banks  contented 
himself  with  the  recommendation  that  no  part  of  the  state 
tax  be  assessed  upon  polls,  but  no  action  in  this  direction 
was  taken  by  the  legislature. 

At  the  close  of  our  third  period  Massachusetts  was  en- 
deavoring to  rid  itself  of  direct  taxation,  or,  at  least,  to 
reduce  the  annual  levy  to  a  nominal  amount.  The  bank 
tax  and  miscellaneous  income  were  called  the  ordinary 
revenue,  and  the  state  tax  was  looked  upon  as  an  extra- 
ordinary expedient.  This  policy  had  led  to  recurrent 
deficits  ever  since  its  adoption  in  1825.  During  the 
thirty-five  years  it  had  been  in  operation,  there  had  been 
twenty-two  deficits ;  while  the  state  tax  was  levied  in  but 
thirteen  years,  and  then,  as  a  rule,  in  insufficient  amount. 
Whenever  revenues  obtained  without  direct  taxation  be- 


contain  explicit  directions  concerning  assessment.    Such  matters  were 
now  regulated  by  perpetual  statutes. 

"  Governor's  message,  Jan.,  1859. 

"75  Gray  38. 

"This  continued  to  be  the  requirement  until  1891. 

*°  Governor's  message,  Jan.,  1859. 
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came  abundant,  expenditures  immediately  increased  at 
an  even  greater  rate,  until  a  series  of  deficits  enforced 
retrenchment  or  a  state  tax — or  both.  Upon  several 
occasions  direct  taxation  had  been  avoided  only  by  apply- 
ing to  current  expenditures  funds  set  aside  for  other 
purposes ;  more  than  once  temporary  loans  which  had 
become  unduly  large  in  times  of  deficient  revenue  were 
converted  into  funded  debt;^^  for  almost  every  unusual 
undertaking  resort  was  had  to  loans ;  but  thanks  to  good 
fortune  in  railroad  investments  and  to  the  revenue  from 
the  public  lands,  no  large  accumulations  of  debt  had  re- 
sulted. In  a  less  developed  or  frontier  state  the  policy 
of  Massachusetts  at  this  epoch  might  have  spelled  dis- 
aster; but,  under  the  conditions  that  existed  here,  the 
result  was  nothing  more  serious  than  a  slovenly  manage- 
ment of  the  finances. 

At  the  opening  of  1861  the  direct  state  debt  was 
$1,648,900,  the  $995,000  of  scrip  issued  to  pay  for  West- 
ern Railroad  stock  having  been  retired  in  1857  out  of  the 
accumulations  of  the  sinking  fund.  The  contingent  debt 
of  $5,527,000  had  as  yet  been  no  burden;  although  upon 
money  recently  borrowed  and  loaned  to  the  Troy  and 
Greenfield  Railroad  (amounting  to  $627,572  in  1861), 
the  state  was  soon  obliged  to  meet  the  interest.^-  Against 
the  direct  debt  the  commonwealth  held  a  large  amount  of 
productive  property,  accumulated  chiefly  out  of  land  sales 
and  occasional  windfalls. ^^  The  Western  Railroad  stock, 
now  held  clear  of  incumbrance,  amounted  to  $705,600; 
not  less  than  $534,000  had  been  accumulated  from  sales 

"  See  loans  authorized  by  chs.  78  of  1839  and  235  of  1856.  In  1861 
it  was  necessary  to  fund  $300,000  of  floating  debt  inherited  from 
previous  years.    Ch.  198  of  1861. 

^  Report  of  auditor  for  1861,  p.  5. 

*^Thus  $236,000  was  received  from  the  United  States  in  1859  in 
reimbursement  of  military  expenses  during  the  War  of  1812,  and 
carried  to  the  sinking  fund.    Of  this  sum,  $75,700  was  paid  to  Maine. 


58  American  Economic  Association  [326 

of  the  Back  Bay  lands,  which  were  fast  becoming  a  valu- 
able asset  ;^^  and  $168,400  was  held  in  two  special  sinking 
funds;  a  total  of  $1,408,000,^^  of  which  $1,174,000  was 
pledged  for  payment  of  the  debt.^*^  The  unsold 
Back  Bay  lands  were  variously  estimated  to  be  worth 
from  $1,452,000  to  $3,000,000,^"  and  the  school  fund  had 
risen  to  $1,527,800;  so  that  the  direct  debt  was  not  con- 
sidered a  serious  burden.  Indeed  the  slovenly  policy  of 
the  state  with  regard  to  its  ordinary  revenues  was  partly 
redeemed  by  the  persistent  application,  after  1834,  of  the 
income  from  the  Maine  and  Back  Bay  lands^^  to  the  ex- 
tinguishment of  debt  and  the  accumulation  of  a  school 
fund.  It  was  inexcusable,  of  course,  virtually  to  impair 
these  accumulations  by  borrowing  money  for  current  ex- 
penses; yet  the  condition  of  the  state's  finances,  even  if 
unsatisfactory,  was  far  from  dangerous. 

^  Sales  of  Back  Bay  lands  began  in  1857 ;  one-half  the  proceeds 
being  spent  in  improving  the  remaining  lands,  the  rest  being  accumu- 
lated.   Resolve  70  of  1857 ;  auditor's  report  for  1857,  p.  12. 

"'These  sums  may  be  found  on  p.  19  of  the  auditor's  report  for 
i860. 

^'The  Western  Railroad  stock,  $300,000  of  the  land  revenue,  and 
the  $168,400  in  special  sinking  funds  were  thus  pledged.  See  chs. 
197  of  1857,  96  of  1858,  and  235  of  1856.  See  also  report  of  auditor 
for  i860,  p.  19. 

"  Governor  Banks  in  1859  estimated  the  value  of  the  lands  at  from 
$3,000,000  to  $5,000,000.  He  feared  that  the  possession  of  this  large 
resource  might  encourage  extravagance,  and  urged  that  the  income 
from  land  sales  be  used  for  paying  debts  and  increasing  the  school 

^  Approximately  $2,500,000  was  received  from  the  Maine  lands,  and 
$534,000  from  the  Back  Bay  lands  between  1825  and  i860, 
fund  to  $3,000,000.    Message,  Jan.,  1859. 


CHAPTER  V. 

War  Financiering. 

(1861-1867) 

Whatever  might  have  come,  otherwise,  of  the  attempt 
to  dispense  with  the  state  tax,  the  Civil  War  brought 
such  dreams  to  an  abrupt  end.  An  enormous  increase 
of  expenditures,  financed  largely  by  war  loans,  soon  made 
it  necessary  to  call  upon  the  people  to  support  heavier 
charges  than  had  ever  been  known. 

Arming  and  equipping  troops  cost  $3,529,000,  nearly 
the  whole  of  it  being  required  in  1861.^  Aid  granted  to 
the  families  of  volunteers  called  for  $9,442,000  between 

1862  and  1867,  besides  leaving  a  permanent  charge  which 
has  continued  to  the  present  day.^  Bounties  offered  for  en- 
listments led  to  the  expenditure  of  $16,344,000  between 

1863  and  1866,3  leaving  claims  of  $1,527,100  to  be  settled 
in  subsequent  years.^  Strengthening  the  coast  defences 
and  various  miscellaneous  objects  occasioned  the  outlay  of 
$857,900^  more ;  while  the  war  loans  speedily  raised  the  in- 
terest charges  from  $116,800  to  $1,581,400.  Neglecting, 
however,  the  interest  upon  such  loans,  the  war  expenditure 
of  the  state  aggregated  $29,594,000  up  to  the  year  1868; 
while  the  various  towns  had  spent  $13,010,000  more,  and 

*  Auditor's  report,  1864,  p.  7- 

^The  figures  may  be  found  in  the  ordinary  expenditures  for  the 
years  in  question. 

'  The  treasurer's  report  for  1866,  p.  16,  states  the  amount  at  $12,- 
934,261 ;  but  besides  this,  the  state  had  reimbursed  the  towns  in  1863 
for  $3,410,000  of  similar  expenditures. 

*Down  to  the  end  of  1905  the  total  outlay  for  bounties  had 
amounted  to  $17,871,568.    Auditor's  report  for  1905,  p.  I9- 

"  Treasurer's  report,  1866,  p.  16. 
327]  ^^ 
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private  contributions  had  amounted  to  $8,857,000;  the 
grand  total  standing  at  $51,461,000.^  Subsequent  out- 
lays have  added  greatly  to  the  burdens  caused  by  the  Civil 
War,  in  spite  of  the  fact  that  $5,454,820  was  ultimately 
received  from  the  United  States  in  reimbursement  of  cer- 
tain expenditures."  Up  to  the  close  of  1905  claims  for 
bounties  and  the  large  annual  appropriations  for  "state 
aid"  to  soldiers  and  their  families  have  absorbed 
$22,980,000^  in  addition  to  the  sums  stated  above.  If 
interest  payments  were  included,  the  figures  would  be 
materially  increased.^ 

To  meet  these  sudden  demands,  the  "Union  Fund" 
loan,  of  $3,600,000,  was  authorized  in  1861  for  the  pur- 
pose of  equipping  troops;  while  later  on  $8,580,244  was 
borrowed  in  order  to  pay  bounties  to  volunteers,  and 
$888,000  was  raised  for  strengthening  the  coast  de- 
fences.^*^  Comparatively  little  floating  debt  accumu- 
lated^^ until  1864,  when  the  Massachusetts  banks  began 
to  reorganize  under  the  national  banking  act,  and  thus 

"The  subject  was  investigated  by  a  special  committee  in  1867  and 
1868.  See  House  Docs.  7  of  1867,  and  12  of  1868.  The  above  data 
may  be  found  in  House  Doc.  12  of  1868,  p.  5.  The  war  expenditure 
of  the  state  as  there  stated  is  not  quite  the  same  as  the  total  of  the 
four  items  stated  previously  in  the  paragraph.  The  difference, 
$579,000,  is  due  probably  to  differences  in  the  time  or  method  of 
computation. 

'  Up  to  1869  the  state  received  $3,487,862  for  its  outlay  in  equipping 
troops.  Valedictory  address  of  Governor  Bullock,  Jan.  1869.  The 
treasurer's  reports  show  other  receipts  of  $356,218  between  1883  and 
1890,  and  $1,611,740  in  1905. 

*  The  auditor's  report  for  1905  states  the  total  payments  for  state 
aid  at  $30,895,261,  and  for  bounties,  at  $17,871,959.  These  two  items 
exceed  the  expenditures  from  1861  to  1867  by  the  amount  above 
stated. 

*  Thus  from  1863  to  1885  interest  on  the  bounty  loan  amounted  to 
$9,116,000.    Auditor's  report  for  1905,  p.  19. 

^^  For  an  account  of  these  loans  see  auditor's  report,  1866,  pp.  16-21. 
"  In  1861  the  state  funded  $300,000  of  temporary  loans  contracted 
to  meet  deficits  of  former  years.    Ch.  198  of  1861. 
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secured  exemption  from  the  law  requiring  state  banks  to 
lend  money  to  the  commonwealth.^-  By  January,  1865, 
a  floating  debt  of  $8,156,100  had  suddenly  piled  up,  much 
of  it  bearing  7  or  7.3  per  cent,  interest ;  but  a  new  loan  was 
finally  arranged  in  order  to  fund  these  obligations.^^ 

Meanwhile  more  than  a  million  dollars  had  been  ex- 
pended on  the  Hoosac  Tunnel  enterprise  which,  upon  the 
collapse  of  the  Troy  and  Greenfield  Railroad,  the  state 
itself  had  undertaken  to  carry  through. ^^  From  1861  to 
the  end  of  1867  the  loans  contracted  for  this  purpose  rose 
from  $627,600  to  $1,720,700.  By  all  these  operations 
the  direct  debt^^  of  the  state  rapidly  increased  to  unheard 
of  proportions,  as  shown  by  the  following  table : 

(In  thousands  of  dollars.) 

Old  Funded  Hoosac 

Floating     funded           war  Tunnel 

January  i.                 debt.           debt.            debt.  enterprise.       Total. 

1861 358.9        1,290.0  627.6          2,276.5 

1865 8,156.1         1,610.0'"  6,188.5  1,674.9        17,629.5 

1868 930.9        1,340.0  17,614.1  1,720.7        21,605.7 

An  interesting  feature  of  the  war  financiering  was  the 
policy,  adopted  after  the  issue  of  the  greenbacks  in  1862, 
of  declaring  that  the  principal  and  interest  of  all  loans 
issued  or  to  be  issued  by  the  state  should  be  payable  in 

"  The  treasurer  called  attention  to  this  embarrassment  in  his  report 
for  1864,  p.  12. 

'^The  auditor's  report  for  1866,  pp.  19-20,  states  this  loan  at 
$2,113,000.    By  Jan.  i,  1868,  it  had  increased  to  $3,505,000. 

"  Chs.  156  of  1862  and  510  of  1863.  For  an  account  of  this  enter- 
prise see  Tenth  Census  of  the  United  States,  VII,  533-535. 

"  The  loans  in  aid  of  the  Hoosac  Tunnel  enterprise  are  here 
changed  from  the  contingent  debt  to  the  direct,  since  the  state  was 
now  wholly  responsible  for  them.  This  makes  the  total  direct  debt 
for  1861  larger  than  the  sum  stated  on  page  54. 

'"  About  $300,000  of  floating  debt  outstanding  at  the  opening  of  1861 
had  been  funded,  and  is  included  here. 
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coin.^^  This  action  of  the  commonwealth  increased  the 
interest  requirements  for  1864  from  $463,564  to 
$899,842/^  the  premiums  upon  gold  being  greatest  in 
that  year ;  and  up  to  the  resumption  of  specie  payments  in 
1879,  cost  no  less  than  $3,703,186.^*^  Only  two  other 
states,  Ohio  and  California,  seem  to  have  taken  similar 
action. ^^  As  early  as  1868  the  treasurer  could  estimate 
that  Massachusetts,  by  the  favorable  terms  then  offered 
for  her  "coin"  bonds,  was  likely  to  gain  more  than  the 
law  of  1862  would  cost;^^  but  various  uncertain  elements 
entered  into  the  computation,  and  it  would  be  hazardous 
to-day  to  attempt  a  similar  estimate.-^  Yet  there  is  no 
doubt  that  the  credit  of  the  state  was  greatly  raised,  and 
is  to  this  day  enhanced,  by  her  refusal  to  take  advantage 
of  the  depreciation  of  the  national  currency. 

The  growth  of  extraordinary  charges,  financed  largely 
by  loans,  was  attended  after  1863^^  by  an  increase  of  the 

"  Ch.  82  of  1862.  The  loan  issued  in  1865  to  fund  floating  debt 
was  expressly  excepted  from  this  provision. 

"  Treasurer's  report,  1864. 

"Treasurer's  report,  1878,  p.  15. 

'"Report  of  treasurer  for  1867,  p.  17.  For  information  concerning 
Ohio  I  am  indebted  to  Professor  E.  L.  Bogart. 

"  Report  for  1867,  PP-  18-19. 

^  One  peculiar  fact  was  the  loss  suffered  by  the  state  through  the 
refusal  of  railroads  which  had  received  state  aid  to  pay  the  interest 
and  principal  of  their  bonds  in  gold.  The  state  had  purchased  the 
bonds  of  these  roads  by  issuing  its  own  scrip  which  came  within  the 
provisions  of  the  act  of  1862 ;  and  it  paid  the  interest  on  the  scrip 
in  specie,  while  receiving  currency  from  the  railroads.  Suit  was 
brought  to  compel  the  railroads  to  meet  their  obligations  in  specie, 
but  it  was  foredoomed  to  failure.  On  the  Eastern  Railroad  debt  the 
state  lost  at  least  $212,676;  and  on  the  Norwich  and  Worcester, 
$82,425.  The  Boston  and  Albany  paid  interest  in  gold.  See  treas- 
urer's reports,  1868,  p.  9;  1870,  p.  21;  and  report  of  attorney  general 
for  1872.  What  further  losses  may  have  resulted,  I  am  unable  to 
ascertain. 

^  A  statement  prepared  by  the  auditor  in  1878  shows  the  following 
facts : 
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ordinary  outlays.  In  some  measure  this  was  due  to  the 
rise  of  prices  caused  by  the  inflation  of  the  currency ;  the 
growth  of  interest  payments  was  a  second  contributing 
factor;  but,  in  addition  to  these  influences,  between  1864 
and  1868  a  material  increase  occurred  in  nearly  all 
branches  of  expenditure.  The  essential  facts  are  shown 
in  the  following  table  of  ordinary  expenditures  for  i860 
and  i< 


Expenditures  of  Massachusetts   (in  thousands  of  dollars). 

i860.  1868. 

Legislative    148.3  277.5 

Executive   52.0  132.5 

Judicial    133-3  176.5 

State  House   20.7  42.3 

Printing    51.4  68.3 

405.7  697.1 

Boards  and  Commissions 16.  i  28.3 

Agriculture  and  Agricultural  College.     58.2  85.1 

Educational    24.9  45.7 

Charitable    264.8  480.8 

Penal  and  Correctional 181.2  3S7-5 

Militia     68.8  322.9 

Expense  due  to  Civil  War 932.0 

Public  Buildings   59-2  247.4 

Miscellaneous   12.9  47.7 

686.1  2,547.4 

Interest    96.1  1,720.1 

Sinking  funds 6.0  195.0 

102.1  1,915.1 

Total    1,193.9  5,159.6 

Ordinary  Public 

Year.                       expenses.            works.  Total. 

i860 $985,300            $172,700  $1,158,000 

1863 955,600              138,800  1,094,400 

1867 2,011,500              997,600  3,009,100 

This  omits  war  expenses.    See  auditor's  report  for  1878,  p.  IX. 
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The  tremendous  growth  of  interest  charges  speaks  for 
itself.  The  $932,000  of  expenses  due  to  the  Civil  War 
consisted  almost  wholly  of  "state  aid"  to  families  of  vol- 
unteers. Upon  these  two  items  and  upon  sinking-fund 
requirements,  the  increase  since  i860  had  been  $2,745,000. 
But  elsewhere  a  general  advance  is  seen.  Legislative, 
executive,  and  judicial  expenses  had  steadily  risen  ;^* 
charitable  and  correctional  departments  were  spending 
more  than  ever  before;-^  and  the  militia  had  been  reor- 
ganized upon  a  more  elaborate  plan.  Massachusetts  was 
now  committed  to  a  scale  of  expenditure  beside  which 
the  outlay  before  the  Civil  War  seems  insignificant 
enough.  Converting  the  figures  to  a  per  capita  basis,  the 
ordinary  cost  of  government  had  advanced  from  $0.97 
in  i860  to  $3.74  in  1868. 

Inevitably  this  rapid  growth  of  debt  and  expenditure 
led  to  extensive  changes  in  the  revenue  system  of  the 
commonwealth.  One  method,  obviously,  of  securing  the 
additional  revenue  so  imperatively  demanded  w^as  to  de- 
velop new  sources  of  income.  Accordingly,  in  1862, 
taxes  were  placed  upon  savings  banks  and  fire  or  marine 
insurance  companies. ^^  The  tax  on  savings  banks  was 
fixed  at  one  half  of  one  per  cent  upon  the  average  amount 
of  deposits,  the  property  thus  assessed  being  exempted 
from  other  taxes.  The  rate  was  soon  increased  to  three 
fourths  of  one  per  cent,  was  then  restored  to  the  original 
figure,  and  in  1868  was  again  advanced  to  three  fourths 


^  In  the  executive  departments  salaries  had  been  increased,  while 
the  growth  of  routine  business  called  for  larger  outlays.  Thus  the 
expenses  of  the  treasurer's  office  advanced  from  $4,983  in  i860  to 
$29,018  in  1868,  and  those  of  the  auditor's  office  increased  from 
$5,109  to  $13,524. 

^°In  1868  the  recently  established  state  constabulary  was  costing 
$102,412. 

^  Ch.  224  of  1862.  Upon  these  and  later  corporation  taxes  see 
Bullock,  Taxation  of  Corporations  in  Massachusetts. 
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of  one  per  cent.^"  The  tax  upon  fire  and  marine  insur- 
ance companies  was  levied  upon  the  premiums  collected, 
and  was  higher  upon  foreign  companies  than  upon  do- 
mestic.^^ 

From  these  new  sources,  particularly  the  tax  upon 
savings  banks,  a  welcome  addition  to  the  revenue  was  at 
once  secured,  averaging  over  $500,000  per  annum"^  from 
1862  to  1867.^^  But  more  was  needed,  and  in  1863  the 
legislature  established  a  tax  upon  dividends  paid  by  Mas- 
sachusetts corporations  to  foreign  stockholders.^^  This 
measure  was  speedily  declared  unconstitutional,  and  the 

■^  Chs.  144  of  1863,  267  of  1865,  and  315  of  1868.  Upon  this  tax, 
see  the  Report  of  the  Commissioners  on  Taxation,  1875,  pp.  57-71. 

^*  Domestic  companies  paid  one  per  cent,  upon  all  premiums  col- 
lected ;  companies  chartered  in  other  states  paid  two  per  cent,  on 
premiums  collected  in  Massachusetts;  those  chartered  in  foreign 
countries  paid  four  per  cent,  on  premiums  collected  in  Massachusetts. 
Various  exemptions  and  reductions  were  granted  by  later  acts. 

^^  For  significant  years  the  receipts  were  as  follows  (in  thousands 
of  dollars)  : 

Savings        Insurance 
Year.  banks.        companies.  Total. 

1862 228.7  in.o  339-7 

1864 452.4  128.3  580.7 

1867 361.9  201.S  563.4 

The  reduced  yield  of  the  savings-bank  tax  in  1867  reflects  the  reduc- 
tion of  the  rate. 

'"  Prior  to  1862  deposits  in  savings  banks  had  been  taxable  locally, 
to  the  individual  depositors,  as  money  at  interest;  in  practice,  they 
escaped  to  a  very  large  extent.  In  1861  the  savings  banks  held 
$44,785,000  of  deposits,  and  the  local  assessors  found  and  taxed  but 
$9,655,000.  At  the  average  rate  of  taxation  for  1861,  the  receipts 
would  have  been  $84,972.  A  comparison  of  this  figure  with  the  data 
given  above  shows  the  superior  efficiency  of  the  new  law.  See  Report 
of  Commissioners  on  Taxation,  1875,  pp.  58-59-  Some  of  the  towns 
objected  to  losing  the  taxes  formerly  assessed  locally  upon  savings 
deposits,  but  the  legislature  refused  to  give  up  the  new  source  of 
state  revenue.  House  Doc.  184  of  1863. 
^  Ch.  236  of  1863. 
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money  collected  under  it  was  ultimately  refunded. ^^  It 
was  replaced  in  1864  by  the  present  tax^^  upon  the  fran- 
chises of  domestic  corporations. 

Recast  in  1865,^^  the  general  corporation  tax  soon  de- 
monstrated its  worth.  Leaving  real  estate  and  machinery 
to  be  taxed  by  the  local  assessors,  as  formerly,^^  the  new 
law  provided  for  a  franchise  tax  upon  what  has  come  to 
be  known  as  the  "corporate  excess".  A  tax  commissioner 
was  appointed,  to  assess  annually  the  true  value  of  the 
capital  stock  of  domestic  corporations  and  to  levy  a 
tax,  representing  the  average  rate  of  taxation  on  property 
in  the  commonwealth,  upon  so  much  of  the  ascertained 
valuation  as  exceeds  the  value  of  the  real  estate  and  ma- 
chinery locally  taxed.  Suitable  deductions  were  allowed 
for  railroad  and  telegraph  mileage  operated  in  other 
states,  as  well  as  for  real  estate  and  machinery  located 
outside  of  the  commonwealth.  The  proceeds  of  the  tax 
were  to  be  divided  between  the  towns  and  the  state,  the 
former  receiving  the  amounts  paid  in  respect  of  shares 
owned  by  their  inhabitants,  the  latter  retaining  the  sums 
paid    in    respect    of    shares    owned    by    non-residents.^^ 


^11  Allen,  268.  Only  $54,966  had  been  collected.  See  treasurer's 
report,  1866,  p.  13. 

^  Ch.  208  of  1864. 

^  Ch.  283  of  1865. 

^In  1832  it  was  enacted  that  real  estate  and  machinery  should  be 
taxed  where  situated;  and  holders  of  shares  of  corporation  stock 
were  allowed,  in  the  assessment  of  these  shares,  a  deduction  for  the 
real  estate  and  machinery  locally  taxed.  Chs.  158  of  1832;  General 
Statutes,  ch.  11,  sec.  12.  The  shares  were  taxable  to  the  owner  at 
his  residence,  and  various  laws  passed  between  1843  and  1859  (sum- 
marized in  General  Statutes,  ch.  68,  sees.  20  and  21)  endeavored  to 
compel  corporations  to  report  to  the  assessors  of  each  town  the  names 
and  holdings  of  stockholders.  Ch.  119  of  1863  had  extended  this 
requirement.  But  these  laws,  of  course,  were  largely  ineffectual  and 
the  shares  of  corporations  escaped  taxation.  See  House  Doc.  389 
of  1869  and  Report  of  Commissioners  on  Taxation,  1875,  pp.  122-123. 

^For  coal  and  mining  companies  the  tax  was  assessed  in  a  dif- 
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And,  finally,  the  shares  of  domestic  corporations,  thus 
taxed  at  their  true  value,  were  exempted  from  further 
taxation. 

The  constitutionality  of  this  measure  was  soon  assailed, 
but  the  law  was  upheld  by  the  state  and  federal  courts.^'' 
For  two  or  three  years  novel  and  difficult  questions  of 
interpretation  or  administration  arose,^^  but  these  were 
gradually  adjusted.  In  1867  the  state  received  $376,100 
from  corporations  on  the  general  list^^  and  $31,300  from 
coal  and  mining  companies.  This  revenue  was  the  more 
needed  because  the  old  bank  tax,  the  mainstay  of  the  ante- 
bellum finances,  ceased  to  yield  anything  after  the  state 
banks  reorganized  under  federal  charters.'*^  In  fact  the 
loss  of  this  resource  offset  in  considerable  measure  the 
acquisition  of  the  insurance,  savings-bank,  and  general 
corporation  taxes.  This  is  clearly  shown  by  statistics  of 
the  total  receipts  from  corporations  in  1861  and  1867: 
ferent  manner,  and  the  proceeds,  never  large,  were  retained  by  the 
state. 

^12  Allen,  298;  6  Wallace,  632. 

^See  treasurer's  reports,  1866,  pp.  12-13,  1868,  p.  18;  governor's 
message,  Jan.,  1867. 

'"  These  figures  show  the  receipts  into  the  treasury  above  the  money 
distributed  among  the  towns.  The  taxes  assessed  on  companies  on 
the  general  Hst  from  1865  to  1867  were  as  follows  (in  thousands  of 
dollars)  : 

Total 
Year.  assessment. 

1865 1,421.3 

1866 1,305-3 

1867 1,419-3 

In  1864  the  total  assessment  was  $1,719,020,  of  which  $1,106,979  was 
due  to  the  towns.  See  House  Doc.  126  of  1865,  p.  5.  This  amount 
was  larger  than  the  yield  from  1865  to  1867  because  various  state 
banks  were  taxed  in  1864. 

**The  yield  of  the  bank  tax  at  this  time  was  (in  thousands  of 
dollars)  : 

1861 660.4  1864 630.7 

1862 654.0  1865 284.9 

1863 646.7  1866 6.8 


Due  to 

Due  to 

toii'iis. 

state. 

1.060.2 

361-I 

990.9 

314-4 

1,160.2 

259-1 
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(In  thousands  of  dollars.) 

1861.  1867. 

Bank  tax  660.4  i3-7 

Savings-bank  tax   361.9 

Insurance  taxes i^.y  201.5 

Corporation  tax    376.1 

Coal  and  mining  companies 31.3 

Total     664.1  984.5 

But  even  if  the  bank  tax  had  retained  its  former  pro- 
ductivity, the  new  sources  of  revenue  could  not  have  pre- 
vented an  unprecedented  increase  of  the  state  tax.  An 
inheritance  tax  and  a  new  auction  duty  were  suggested 
by  the  auditor  in  1862  ;'*^  yet  these  expedients,  even  if  they 
had  been  adopted,  would  not  have  gone  far  toward  meet- 
ing the  needs  of  the  hour.  In  1861  the  legislature  hesi- 
tated, not  fully  comprehending,  perhaps,  the  seriousness 
of  the  financial  problems  before  it.^-  The  state  tax  for 
that  year  was  fixed  at  $300,372,  about  the  same  as  the  three 
preceding  levies;  a  loan  was  negotiated  in  order  to  take 
up  the  floating  debt  caused  by  previous  deficits ;  and  a 
larger  loan  for  war  purposes  was  authorized.  But  in 
1862  the  needs  of  the  situation  were  clearer,  and  the  state 
tax  was  raised  to  $1,797,516.'*^  From  that  time  onward 
heroic  measures  were  unfalteringly  applied.  In  1865  the 
state  tax  called  for  $4,700,000,  and  two  years  later  it 
advanced  to  $5,000,000 — the  largest  figures  on  record.*^ 
In  1 86 1  the  tax  represented  a  per  capita  assessment  of  but 

"  Report  for  1861,  pp.  12-13. 

■^  This  is  not  surprising,  since  in  matters  of  finance  the  federal 
government  followed  a  temporizing  policy  until  1862. 

*^  Statistics  of  the  state  tax  may  be  found  in  the  tables  at  the  end 
of  this  essay.  A  similar  table  may  be  found  in  the  auditor's  report 
for  1905,  appendix,  p.  III. 

**  In  1863  the  state  tax  was  $2,396,568,  and  an  additional  "reim- 
bursement tax"  of  $3,324,300  raised  the  total  above  five  millions.  But 
the  reimbursement  tax  was  to  reimburse  towns  for  money  they  had 
already  spent  for  bounties  and  had  the  effect  merely  of  readjusting 
past  burdens.    It  did  not  really  constitute  an  additional  tax. 
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$0.25;  the  levy  for  1865  was  equivalent  to  a  per  capita 
charge  of  $3.71. 

The  significance  of  these  figures  will  be  better  under- 
stood if  we  refer  to  the  statistics,  collected  annually  since 
1 86 1,  of  the  total  taxes  assessed  upon  polls  and  property 
in  the  state. '^'^  The  following  table  shows  the  taxes,  state, 
county,  and  local,  assessed  upon  polls  and  property;  the 
state  tax  for  each  year ;  and  the  balance  raised  for  county 
and  local  purposes : 

(In  thousands  of  dollars.) 
Year.  Total  taxes.      State  tax.    Local  taxes. 

1861 7,600.5  300.4  7,300. 1 

1862 8,605.5  1,797.5  6,808.0 

1863 10,599.1  2,396.6  8,202.5 

1864 12,876.9  2,396.5  10,480.4 

1865 16,800.3  4,700.0  12,100.3 

1866 15,694.0  3,000.0  12,694.0 

1867 19,104.1  5,000.0  14,104.1 

It  will  be  observ^ed  that  in  1861  the  state  tax  was  an  in- 
significant addition  to  the  total  amounts  collected  for  town 
and  county  purposes,  and  that  thereafter  it  constituted 
from  twenty  to  twenty-five  per  cent,  of  the  aggregate 
assessments.  Our  table  shov/s  also  that  a  very  rapid 
increase  of  local  taxation  occurred  after  1862,  the  figures 
for  1867  being  nearly  double  those  for  1861.  Of  the 
causes  of  this  remarkable  development  something  will  be 
said  in  another  place. 

Upon  January  i,  1868,  at  the  close  of  this  period  of  war 
financiering,  the  direct  debt  of  the  commonvrealth  was 
$21,605,700,  as  previously  stated;  while  the  contingent 
debt,  representing  money  loaned  to  railroads,  stood  at 
$5,030,500.'^*^     For  the  latter,  the  state  was  secured  by 


**  Aggregates  of  Polls,  Property,  and  Taxes,  Compiled  in  the  Office 
of  the  Secretary  of  the  Commonwealth.  In  1861,  as  to-day,  the  towns 
had  no  important  resource  except  the  poll  and  property  taxes. 

**  This  excludes  the  old  Troy  and  Greenfield  debt,  included  in  our 
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railroad  bonds  held  in  the  treasury;  while  the  roads, 
besides  meeting  the  interest,  had  been  contributing  to 
sinking  funds  which  were  certain  to  redeem  the  debt  at 
its  maturity.  Against  the  direct  debt,  sinking  funds 
amounting  to  $5,493,900  had  been  accumulated,  chiefly 
out  of  other  sources  than  taxation  ;^'^  so  that  the  net  in- 
debtedness was  $16,111,800.  In  addition  to  the  sinking 
funds  the  commonwealth  possessed  in  its  Back  Bay  lands 
an  important  asset,  estimated  at  approximately  two  mil- 
lions;'*^ while  the  South  Boston  flats  constituted  a  further 
resource  of  unknown  value.  Although  injured  by  the 
disturbances  attending  the  Civil  War  and  by  the  accumu- 
lation of  floating  debt  in  1865,  the  credit  of  the  state  was 
recovering  from  the  shock  ;'*^  and  the  five-per-cent  bonds 
of  Massachusetts  were  selling  in  London  at  from  86  to 
88,  while  United  States  fives  were  quoted  at  twenty  points 
less,^® 


earlier  statements  of  the  contingent  debt  but  excluded  here  because 
the  state  was  now  directly  responsible  for  it. 

■"  Thus  $2,555,000  of  reimbursement  money  received  from  the 
United  States  had  gone  into  a  sinking  fund.  Then  chs.  313  of  1864 
and  122  of  1865  turned  over  to  the  sinking  funds  the  net  receipts 
from  Back  Bay  lands.  Dividends  from  the  state's  Western  Railroad 
stock  were  pledged  for  the  same  purpose.  From  taxation  the  treas- 
urer's reports  show  that  $898,000  was  applied  to  sinking  fund  pur- 
poses between  1863  and  1867  inclusive.  In  addition  to  this,  $1,174,000 
of  sinking  funds,  consisting  chiefly  of  Western  Railroad  stock,  were 
on  hand  at  the  opening  of  1861. 

**  Up  to  1866  the  net  profits  from  the  Back  Bay  enterprise  had  been 
$1,212,652.    Auditor's  report,  1865,  p.  12. 

^'  Prior  to  the  Civil  War  the  scrip  of  the  state  had  usually  borne 
five  per  cent,  interest,  although,  when  conditions  were  unfavorable, 
six  per  cent,  was  sometimes  paid,  as  with  the  loan  issued  in  1856  to 
fund  the  floating  debt.  Ch.  235  of  1856.  The  war  loans  were  issued 
at  nominal  rates  of  five  or  six  per  cent. ;  but  for  short-time  loans  at 
one  juncture  as  much  as  y.2,  per  cent,  was  paid.  By  January,  1868, 
the  six-per-cent.  bonds  were  commanding  a  premium. 

""Treasurer's  report  for  1867,  p.  19. 


CHAPTER  VI. 

Railroad  Projects  :    Enforced  Retrenchment. 
I 868- I 880) 

The  most  striking  fact  in  the  financial  history  of  the 
next  thirteen  years  was  the  state's  connection  with  the 
Hoosac  Tunnel  and  the  Boston,  Hartford,  and  Erie  enter- 
prises. To  the  former  project  Massachusetts  had  com- 
mitted itself  before  the  Civil  War  by  successive  advances 
to  the  Troy  and  Greenfield  Railroad,  for  which  scrip  to 
the  amount  of  $924,900  was  issued  up  to  1861,  when  the 
company  suspended  operations.  In  1863  the  common- 
wealth appointed  a  commission  to  take  over  the  enter- 
prise. Work  continued  with  little  satisfaction  to  any  one 
except  the  interested  parties  until  1868,  when  a  contract 
was  concluded  for  the  completion  of  the  enterprise  for 
the  sum  of  $4,594,000.^  It  was  then  estimated  that  the 
tunnel,  with  forty-four  miles  of  railroad,  would  cost, 
when  completed,  $9,262,000;  but  this  calculation  omitted 
interest  upon  the  scrip  issued  in  order  to  finance  the  enter- 
prise, and,  like  all  other  official  estimates,  was  absurdly 
low,  at  that.2  The  contractors  surrendered  their  contract 
in  1874,  after  receiving  practically  full  payment,  without 
having  finished  the  work;  and  the  state  was  obliged,  as 


'  The  state  documents  of  the  period,  particularly  the  reports  of  the 
commissioners,  give  full  details.  The  essential  facts  are  given  in 
Tenth  Census,  VII,  pp.  533-536. 

"The  estimate  may  be  found  in  Governor  Bullock's  valedictory 
address.  Acts  and  Resolves,  1869.  The  absurdity  of  the  estimate 
was  well  shown  by  Mr.  F.  W.  Bird,  one  of  the  chief  opponents  of 
the  enterprise,  in  his  pamphlet  entitled  "The  Hoosac  Tunnel  Con- 
tract". ' 
339]  71 
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Mr.  Bird  had  predicted,  to  spend  large  additional  sums 
in  order  to  bring  the  undertaking  to  completion.  In  1876 
the  tunnel  was  opened  for  operation,  and  at  the  end  of  that 
year  represented  an  outlay  of  $14,035,000  for  construc- 
tion and  $3,287,000  for  interest  upon  loans,  a  total  of 
$17,322,000,  of  which  $13,769,900  had  been  borrowed.^ 

The  commonwealth  now  found  itself  with  a  white  ele- 
phant upon  its  hands.  Although  nominally  completed, 
both  the  tunnel  and  the  railroad  required  large  additional 
expenditures  in  order  to  enable  them  to  compete  for  traf- 
fic, and  there  was  no  prospect  that  the  state  would  ever 
recover  the  principal,  to  say  nothing  of  the  interest,  of  its 
investment.^  Accordingly  it  was  discovered  that  the 
original  purpose  of  constructing  the  tunnel  had  been 
nothing  so  sordid  as  to  recover  the  money  expended,  but 
had  been  merely  to  cheapen  transportation  rates  between 
Boston  and  the  West.  Under  arrangements  effected  for 
the  operation  of  the  road  by  connecting  lines,  upon  pay- 
ment of  tolls,  the  net  receipts  above  the  cost  of  mainte- 
nance were  small  f  while  constant  outlay  was  needed  for 
improvements,  and  some  seven  hundred  thousand  dollars 
was  paid  annually  for  interest  upon  the  loans  contracted 
in  prosecution  of  the  enterprise.  Each  year,  therefore, 
the  balance  upon  the  wrong  side  of  the  ledger  grew  by 
the  excess  of  the  interest  charges  over  the  income  from 
the  property.  From  1880  to  1887  the  entire  income  and  a 
considerable  additional  sum  was  spent  in  double  tracking 
and  straightening  the  road.^     By  1888  the  total  cost,  in- 

^  Auditor's  report,  1876,  p.  16.  It  is  interesting  to  observe  that 
this  confirms  Mr.  Bird's  prediction,  made  in  1869,  that  the  enterprise 
would  cost  sixteen  millions  or  more. 

*  See  message  of  Governor  Rice,  Jan.  1877. 

"  Statistics  may  be  found  in  the  governor's  message  of  Feb.  3, 
1885.  In  1877,  when  the  net  earnings  were  highest,  they  amounted 
to  $97,900. 

"  Governor's  message,  Jan.,  1887. 
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eluding  interest  upon  loans,  had  risen  to  $26,357,426/ 
Although  falling  in  a  later  period,  the  conclusion  of  the 
story  can  best  be  narrated  here.  In  1887  the  Troy  and 
Greenfield  Railroad,  including  the  Hoosac  Tunnel,  was 
consolidated  with  the  Fitchburg  Railroad,  under  an  agree- 
ment^ by  which  Massachusetts  received  $5,000,000  of 
Fitchburg  bonds  bearing  3  per  cent,  interest  for  five  years, 
3-|  for  the  next  five  years,  and  thereafter  4  per  cent.,  as 
well  as  $5,000,000  of  common  stock  of  a  value  purely 
conjectural.  Thus  in  return  for  an  outlay  of  over  twenty- 
six  millions,  of  which  over  fourteen  millions  represented 
a  debt  entailing  an  interest  charge  of  $707,000  annually, 
the  state  was  to  receive  an  income  of  $150,000  from  its 
Fitchburg  bonds,  which  would  increase  after  ten  years  to 
$200,000.  The  five  millions  of  common  stock  paid  no 
dividends,  and  could  not  have  been  sold  at  that  time  for 
$1,000,000.  Thus  was  fulfilled  the  prophecy  of  Mr.  Bird 
that  the  tunnel,  with  the  forty-four  miles  of  road  con- 
nected with  it,  would  never  be  worth  more  than  "the 
average  cost  of  fifty  miles  of  railroad  forming  part  of  a 
line  with  a  traffic  similar  to  this  and  occupying  a  similar 
place  in  the  line."^ 

From  1887  until  the  Troy  and  Greenfield  debt  was  ex- 
tinguished in  1895,  the  state  continued  to  disburse  in 
interest  some  hundreds  of  thousands  more  than  it  re- 
ceived. In  1900  advantage  was  taken  of  the  desire  of  the 
Boston  and  Maine  Railroad  to  lease  the  Fitchburg  line,  to 
exchange  the  $5,000,000  of  Fitchburg  stock  for  Boston 
and  Maine  bonds  bearing  three  per  cent  interest. ^"^  This 
enabled  the  auditor  finally  to  close  the  account  of  the 


^  Auditor's  report,  1887,  p.  8. 

*  House  Doc.  57  of  1887. 

^  The  Hoosac  Tunnel  Contract,  37. 

^°  Governor's  message,  Jan.,  1901. 
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commonwealth  with  the  Hoosac  Tunnel  enterprise. ^^  The 
aggregate  outlay,  including  interest  upon  loans,  had  been 
$28,856,420.  The  gross  returns  had  been  $11,825,000, 
this  sum  representing  $10,000,000  of  bonds  and 
$1,825,000  of  interest  received  thereon.  The  total  loss, 
therefore,  was  $17,031,420,  as  government  book-keeping 
goes.  In  a  private  enterprise,  of  course,  interest  would 
have  been  computed  upon  all  the  sums  advanced  from  the 
treasury,  and  the  balance  against  the  state  would  have 
been  correspondingly  increased. 

The  story  of  the  Boston,  Hartford,  and  Erie  loan  is 
even  less  satisfactory.  The  Hoosac  Tunnel  line  brought 
lasting  benefits  to  a  large  section  of  the  state;  what  was 
gained  by  the  Erie  venture  would  be  hard  to  conjecture. 
In  1867  and  1868  loans  were  authorized  to  aid  in  the  con- 
struction of  the  Boston,  Hartford,  and  Erie  Railroad, 
which  was  to  supply  Boston  with  another  outlet  to  the 
West.  By  the  middle  of  1869  not  less  than  $3,599,000 
had  been  advanced,  apparently  under  conditions  which 
reflected  no  credit  upon  the  business  sagacity  of  the  rep- 
resentatives of  the  state.  ^^  It  later  developed  that  the 
promoters  of  the  road,  which  soon  became  hopelessly 
bankrupt,  had  used  at  least  a  portion  of  the  common- 
wealth's money  in  rigging  the  stockmarket  for  their  own 
benefit.  Receiving  no  interest  upon  the  Erie  bonds  taken 
as  security  for  the  loan,  the  state  was  obliged  to  pay 
interest  upon  the  amount  it  had  borrowed,  so  that  an 
annual  charge  of  $180,000,  exclusive  of  the  gold  pre- 
mium, was  fastened  upon  the  treasury  for  thirty  years. 
Together,  the  Hoosac  Tunnel  and  the  Erie  projects  added 


"  Auditor's  report,  1900,  pp.  592-3. 

"The  essential  facts  upon  which  these  paragraphs  are  based  may 
be  found  in  House  Doc.  333  of  1878,  pp.  11- 14,  and  the  governor's 
message  of  Jan.,  1886. 
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$17,700,000  to  the  debt  of  the  commonwealth  and  $888,- 
000  to  the  interest  charges. 

In  1874  the  bonds  held  to  secure  the  loan  were  ex- 
changed for  stock  of  the  New  York  and  New  England 
Railroad,  formed  to  take  over  the  bankrupt  Erie  company. 
In  1879  ^he  state  treasurer  sold  $125,000  of  the  stock  for 
$43,956,  but  sales  were  then  discontinued.  Three  years 
later  the  balance  of  the  stock  was  exchanged,  at  fifty  per 
cent,  of  its  par  value,  for  second-mortgage  bonds  of  the 
New  England  road  bearing  six  per  cent  interest.  In  1884, 
however,  the  company  went  into  the  hands  of  a  receiver 
and  defaulted  in  interest  payments ;  so  that  the  next  year 
the  state  was  content  to  sell  its  New  England  bonds  at 
ninety  per  cent  of  their  par  value. ^^  Up  to  January  i, 
1886,  in  addition  to  the  original  loan  of  $3,599,000,  Mass- 
achusetts had  paid  interest  amounting  to  $2,814,862;  the 
total  advances  then  standing  at  $6,413,862,  for  which  it 
had  received  $1,701,750.^^  Fortunately  the  law  author- 
izing the  original  loan  had  provided  that  a  certain  propor- 
tion of  the  money  borrov\^ed  should  be  reserved  by  the 
state  for  a  sinking  fund,  so  that  $626,400  was  thus  saved 
from  the  clutches  of  the  Erie  "ring"  and  invested  in  good 
securities.  This  sinking  fund,  improved  at  interest  and 
increased  by  the  $1,701,750  realized  from  the  sale  of  the 
New  England  securities,  had  by  1890  equaled  the  amount 
of  the  original  loan.  Thereafter  the  annual  income  of  the 
sinking  fund,  amounting  to  $166,000,  can  be  considered 
an  offset  to  the  $180,000  of  interest  paid  by  the  state.^^ 
In  1900,  when  the  Erie  loan  matured,  the  total  outlay  of 
the  state  had  reached  the  figure  of  $7,538,000,  while  the 
amount  received  for  the  commonwealth's  investment  and 

"Auditor's  report,  1885,  p.  2i77- 

"  This  includes  the  $43,950  received  by  the  sale  of  stock  in  1879 
and  the  $1,657,800  received  in  1885. 
"  Treasurer's  report,  1890,  p.  8. 
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the  accumulation  of  the  sinking  fund  amounted  to 
$3,689,000,  making  the  net  loss  $3,849,000.^^  Thus  the 
Erie  and  the  Hoosac  Tunnel  projects  had  cost  the  state 
$20,880,000. 

Upon  the  indebtedness  of  the  commonwealth  the  effect 
of  these  transactions  was  immediate  and  marked.  The 
old  contingent  debt,  representing  the  earliest  loans  to  rail- 
roads, was  entirely  extinguished  during  the  seventies  by 
the  contributions  which  the  companies  made  to  the  sinking 
funds.  The  direct  debt,  however,  advanced  from  $21,- 
605,700  upon  January  i,  1868,  to  $33,034,600  upon  Jan- 
uary I,  1 88 1.    The  facts  are  shown  in  the  following  table: 


(In  thousands  of  dollars.) 


Old 


For  new         Total,  Hoosac 


On  Jan.  i  ^'?^^j"^      funded  war  P"'''".'^        exclusive         tunnel  Grand 

-'  debt.  ^^^^  ..  institutions      of  rail-  and  Erie         Total. 

and  works,  road  debt.  debt. 

1868 930.9      1,340.0      17,614.1       19,885.0  1,720.7  21,605.7 

1880....      14.3       221.0     10,468.1     4,592.3     15,2957  17,738.9  33,034-6 


It  is  manifest  that  while  the  debt  incurred  for  other  pur- 
poses had  declined  some  $4,589,300,  the  growth  of  the 
railroad  debt  by  $16,018,200  had  caused  a  net  increase  of 
$11,428,900. 

Except  for  the  railroad  loans  the  showing  would  have 
been  a  fairly  creditable  one.  Floating  debt  had  accumu- 
lated to  some  extent  in  1869,  chiefly  on  account  of  ad- 
vances to  the  Hoosac  Tunnel  enterprise.  It  is  possible 
also  that,  under  a  law  authorizing  the  funding  of  certain 
war  debts,  a  small  amount  of  scrip  was  issued  for  current 
expenditures.^'^  But  with  that  exception  there  had  been, 
apart  from  the  railroad  projects,  no  contracting  of  new 

'"  Auditor's  report,  1890,  p.  421.  The  results  up  to  1900  were  com- 
puted by  the  auditor  at  that  time. 

"  See  House  Docs.  248  and  306  of  1870. 
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debts  except  the  $4,592,000  borrowed  for  public  works 
and  institutions,  an  object  for  which  the  use  of  the  state's 
credit  was  legitimate  enough. ^^  By  1872  the  floating  debt 
had  virtually  disappeared;  by  1875  the  old  funded  debt, 
inherited  from  ante-bellum  days,  had  been  reduced  to 
$273,000;  while  the  war  debt  was  in  process  of  extinction. 
Moreover,  upon  January  i,  1880,  the  various  sinking 
funds  amounted  to  $12,235,200,  so  that  the  net  indebted- 
ness was  but  $20,799,400. 

It  should  be  observed,  further,  that  the  payment  of 
maturing  loans  and  the  growth  of  sinking  funds  had  thus 
far  been  accomplished  without  much  aid  from  the  tax 
revenue.  The  Back  Bay  lands  were  selling  rapidly,  and 
by  1880,  with  a  considerable  amount  of  land  still  unsold, 
had  yielded  a  clear  surplus  of  $2,669,600.^^  Something 
had  been  received,  too,  from  the  South  Boston  flats  ;^" 
but  the  development  of  that  region  had  proceeded  slowly, 
and  in  1878  the  income  from  future  sales  was  diverted 
from  the  sinking  funds,  where  it  was  not  urgently  needed, 
and  set  apart  for  carrying  on  the  enterprise. ^^  From 
taxes,  the  treasurer's  report  show  that,  in  1868  and  1869, 
$390,200  was  turned  into  the  sinking  funds ;  and  that,  in 


"  Comparatively  little  money  had  been  spent  upon  erecting  or 
enlarging  the  state's  prisons,  hospitals,  and  almshouses  since  before 
the  Civil  War ;  and  none  had  been  borrowed  for  that  purpose. 

"  Up  to  Jan.  I,  1880,  the  sales  had  been  $4,309,922,  and  the  expenses 
$1,640,300.  Of  the  net  profits  of  $2,669,621,  about  $1,457,000  had 
been  received  since  1866.  Report  of  Harbor  and  Land  Commission, 
1879,  p.  9- 

""Up  to  Jan.  I,  1878  the  expenditures  had  been  $1,110,923,  and  the 
receipts  $336,500.  Of  the  receipts  $330,000  had  been  placed  in  the 
Troy  and  Greenfield  sinking  fund.  Report  of  Land  Commissioners, 
1878,  pp.  S-io;  1879,  P-  7-  After  1878  the  sales  increased,  but  no 
longer  went  into  the  sinking  funds. 

"^  Ch.  237  of  1878.  This  was  the  origin  of  the  Commonwealth 
Flats  Improvement  Fund,  through  which  the  receipts  and  expendi- 
tures upon  the  enterprise  have  since  then  been  handled. 
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1875  and  1877,  $261,000  more  was  similarly  applied. ^^ 
Invested  in  good  securities,  which  at  this  period  yielded 
six  per  cent  interest,  the  growth  of  the  funds  was  natur- 
ally rapid.  Finally^^  no  small  sums  were  received  from 
premiums  upon  newly  issued  loans.  In  1875  five-per-cent 
bonds  aggregating  $5,090,000  were  sold  at  an  average 
price  of  110.5;  and  on  the  issues  of  1876  the  premium 
rose  to  13.25  per  cent.^'*  Thanks  to  the  policy  of  meeting 
its  obligations  in  coin,  the  state  could  now  place  its  loans 
at  an  actual  interest  of  4.4  per  cent. 

During  this  period  of  brilliant  projects  the  ordinary 
state  expenditures  remained  nearly  stationary,  and  then, 
after  1875,  materially  declined.^^  Municipal  expendi- 
tures, however,  continued  to  advance  at  even  a  more 
rapid  rate  than  prior  to  1868.  A  sinister  feature  of  the 
situation  was  the  unprecedented  growth  of  local  debts, 
which  rose  from  $39,421,000  in  1871  to  $72,165,000  in 
1878.-*^  Coincidently,  although  the  state  tax  steadily 
decreased,  the  total  taxes  levied  upon  polls  and  property 
in  the  commonwealth  advanced  from  $19,104,000  in  1867 
to  $28,681,200  in  1874.-^  Since  1861  the  average  rate  of 
taxation  upon  property  throughout  the  state  had  jumped 
from  $8.29  to  $15.18  per  thousand,^^  and  that,  too,  upon 

'"  I  cannot  be  sure  that  this  statement  of  the  tax  revenue  applied  to 
sinking  funds  as  absolutely  complete;  but  feel  certain  that  no  large 
sums  have  been  overlooked. 

^^  On  a  previous  page  I  have  described  the  origin  and  growth  of  the 
Boston,  Hartford,  and  Erie  sinking  fund. 

^  Reports  of  treasurer  for  1875  and  1876.  Selling  five-per-cent. 
loans  at  a  premium  and  investing  the  premium  in  sinking  fund 
securities  yielding  six  per  cent,  was  a  unique  financial  transaction. 

-'  A  table  in  the  auditor's  report  for  1879,  p.  IX,  shows  the  general 
results.  This  is  compiled,  however,  upon  a  somewhat  different  basis 
from  that  which  the  writer  has  adopted,  and  is  not  reproduced  here. 

^  Report  of  Tax  Commissioner,  1905,  p.  16. 

"  Aggregates  of  Polls,  Property,  and  Taxes. 

^  From  the  Aggregate  of  Polls,  Property,  and  Taxes,  the  following 
average  tax  rates  may  be  computed  for  significant  years : 
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an  assessed  valuation  which  had  risen  from  $861,485,400 
to  $1,830,451,300.  These  conditions  were  not  confined  to 
Massachusetts,  since  in  many  parts  of  the  country  there 
had  been  a  rapid  increase  of  local  debts  and  taxation. ^^ 
The  growth  of  urban  centers  had  necessitated  better  pro- 
vision for  public  services,  the  extravagance  of  the  war 
period  had  made  its  influence  felt  in  town  and  city  affairs, 
and,  unfortunately,  there  had  been  a  startling  amount  of 
municipal  corruption. 

So  long  as  business  remained  brisk,  the  growth  of 
public  charges  did  not  arouse  lively  protest  in  Massachu- 
setts, but  after  the  panic  of  1873  the  heavy  debts  and 
high  taxes  were  felt  to  be  an  intolerable  burden.  The 
newspapers  voiced  frequent  protests  against  the  prevail- 
ing extravagance,  and  at  last  the  legislature  was  impelled 
to  action.  In  1875  an  act  was  passed^^  limiting  the  net 
indebtedness  of  municipalities  to  three  per  cent,  of  the 
assessed  value  of  property;  and  four  years  later  the  first 
step  was  taken  toward  securing  a  reasonable  control  of  the 


1861 $8.29  1874 $15.18 

1865 $16.32  1875 $14.58 

1870 $14-93  1879 $13-23 

These  figures  differ  slightly  from  those  computed  by  the  Commis- 
sioners on  Taxation,  in  1875.  See  p.  551  of  their  report.  Apparently 
they  included  the  poll  tax  in  the  aggregate  of  taxes  from  which  they 
computed  the  rate  of  taxation  upon  property.  Our  figures,  moreover, 
are  not  quite  the  same  as  those  used  by  the  tax  commissioner  in 
computing  the  tax  to  be  assessed  upon  corporations.  The  reasons 
for  this  have  been  explained  in  the  reports  of  the  tax  commissioner. 
See  report  of  1905,  p.  20.  The  valuations  used  by  the  tax  commis- 
sioner are  those  of  the  preceding  year. 

^^  From  1870  to  1880  the  federal  census  records  an  increase  of 
municipal  and  other  local  debts,  excluding  debts  of  counties,  from 
$328,244,000  to  $724,427,000.  County  debts  declined  from  $187,565,000 
to  $124,105,000.    These  figures  show  the  net  indebtedness. 

'"  Ch.  209  of  1875.  Ten  years  later  laws  were  enacted  limiting 
local  tax  rates.  Chs.  178  and  312  of  1885.  See  Harris,  Municipal 
Extravagance,  and  Williams,  Legislation  limiting  Taxation. 
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finances  of  the  various  counties. ^^  The  law  regulating 
municipal  borrowing  speedily  checked  the  growth  of  local 
debts,  which  declined  from  $72,165,000  in  1876  to  $62,- 
782,000  in  1882;  while  the  general  demand  for  retrench- 
ment reduced  the  aggregate  taxes  falling  upon  polls  and 
property  from  $28,681,200  to  $21,012,800  between  1874 
and  1879. 

Although  the  ordinary  state  budget  had  not  increased 
since  1867,  ^^e  advocates  of  economy  soon  turned  their 
guns  upon  the  financial  affairs  of  the  commonwealth.  The 
state  tax  had  been  reduced  to  less  than  two  millions,  and 
it  was  conceded  that  local  extravagance  had  been  chiefly 
responsible  for  the  increased  pressure  of  taxation;^-  but 
it  was  contended  that  the  commonwealth  was  spending 
too  much  money,  and  could  do  something  to  lighten  the 
taxpayer's  burdens.  From  1875  to  1878  the  ordinary 
outlay  was  reduced  by  about  $1,000,000,^^  yet  this  did  not 
satisfy  the  -demand  for  retrenchment.  By  a  comparison 
of  the  expenditures  in  i860  with  those  for  1877,  Mr,  F. 
W.  Bird  computed  that  the  outlay  had  advanced  from 
$1,093,000  to  $4,571,000,^^  an  increase  which  was  readily 
shown  to  be  out  of  all  proportion  to  the  growth  of  wealth 
and  population.  An  examination  of  the  expenses  of 
various  branches  of  the  government  enabled  Mr.  Bird  to 
expose  extravagance  in  certain  directions,^^  and  he  argued 


^  Ch.  293  of  1879.  Supplemented  by  chs.  161  of  1880  and  438  of 
1887.  See  Whitten,  Public  Administration  in  Massachusetts,  148  et 
seq.  In  1874  there  had  been  an  investigation  of  county  accounts. 
House  Doc.  493  of  1874. 

^  See  messages  of  governors  from  1875  to  1879,  especially  the 
message  of  1879. 

^The  figures  of  the  auditor's  report  for  1878,  p.  IX.,  show  ex- 
penditures of  $5,177,500  in  1875  and  $4,110,100  in  1878. 

^  Retrenchment  and  Reform  in  State  Expenditures. 

^  He  showed  clearly  that  there  was  waste  in  public  printing  and  in 
expenditures  of  certain  state  institutions.  His  criticism  of  the  size 
and  contents  of  the  annual  reports  of  the  board  of  agriculture  may 
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that  salaries  ought  to  be  reduced  to  about  the  level  pre- 
vailing before  the  Civil  War.  At  the  opening  of  1879 
Governor  Talbot  urged  vigorously  a  general  reduction  of 
salaries,  w^hich  w^as  finally  carried  into  effect. ^^ 

As  a  result  of  five  years  of  retrenchment,  the  ordinary 
expenditures  for  1880  reached  the  lowest  figures  ever 
known  after  the  Civil  War.  The  growth  of  treasury 
transactions  had  by  this  time  greatly  complicated  the 
accounts,  and  it  is  not  easy  to  make  accurate  comparisons 
with  other  years;  but  the  following  table^^  is  believed  to 

(In  thousands  of  dollars.) 

1868.  1880. 

Legislative    277.5  180.9 

Executive    132.5  88.1 

Judicial    176.5  173.9 

Public  Printing  68.3  66.4 

State  House  42.3  38.2 

697-1  547-5 

Boards  and  Commissions 28.3  76.1 

Agriculture  and  Agric.   College....  85.1  22.5 

Educational  and  State  Library 45.7  90.5 

Charitable    480.8  409.5 

Penal  and  correctional 357-5  337-0 

Militia    322.9  245.2 

Civil  War  expenditures 932.0  407.1 

Public  buildings   247.4  52.4 

Miscellaneous     47.7  35.5 

2,547.4  1,675.8 

Interest    1,720.1  1,684.6 

Sinking  funds   195-0  

1,915.1  1,684.6 

Total    5,159-6  3,907-9 

still  be  read  with  profit.     Upon  the  validity  of  other  criticisms  it  is 
hard  at  this  day  to  form  an  opinion. 

^'Acts  and  Resolves,  1879,  index,  "Salaries",  for  a  large  number 
of  acts. 

23 


S2  American  Economic  Association  [350 

present  a  correct  statement  of  the  expenditures  for  1868 
and  1880: 

The  principal  reduction  had  been  effected  in  the  outlay 
for  state  aid,  which  constituted  nearly  the  whole  of  the 
so-called  Civil  War  expenditures.  Much  less  was  spent 
upon  public  buildings,  but  the  outlay  for  1868  on  this  ac- 
count had  been  unusually  large.  Interest  charges  had 
slightly  declined,  thanks  to  a  reduction  in  the  rate  and  to 
the  disappearance  of  the  premium  upon  gold,  although  the 
principal  of  the  debt  had  considerably  increased.  Sinking- 
fund  requirements  for  1880  were  met  without  recourse 
to  the  ordinary  revenue.  The  aggregate  outlay  per  capita 
had  declined  very  greatly,  from  $3.74  in  1868  to  $2.19 
in  1880. 

Clearly  the  conditions  had  not  been  such  as  to  bring 
any  strain  upon  the  revenues  of  the  state,  yet  material 
changes  had  been  made  in  the  system  of  taxation.  The 
first  concerned  national  banks. 

The  loss  of  the  old  tax  upon  state  banks  had  been  seri- 
ously felt;  and  when  Congress  authorized  state  taxation 
of  national  bank  shares  at  a  rate  not  greater  than  that 
imposed    upon    other    monied    capital,^^    Massachusetts 


"In  the  basis  of  computation  this  table  is  Hke  those  published 
since  1902  in  the  auditor's  reports.  In  preparing  it,  I  have  been 
fortunate  enough  to  have  the  advice  of  the  present  auditor,  Mr. 
Henry  E.  Turner,  who  is  responsible  for  the  serviceable  tables  now- 
published  in  the  annual  reports,  and  of  his  chief  clerk,  Mr.  William 
D.  Hawley,  who  has  served  in  the  auditor's  department  for  forty 
years.  These  gentlemen,  however,  are  responsible  for  no  errors  of 
detail  that  may  have  crept  into  my  work,  nor  for  any  conclusions 
that  may  be  drawn  from  it.  The  chief  object  in  preparing  the  table 
was  to  exclude  nominal  expenditures,  as  for  corporation  taxes  turned 
over  to  the  various  towns,  operating  expenses  of  public  industries 
defrayed  out  of  industrial  income,  and  some  other  items  excluded 
from  the  tables  now  prepared  by  the  auditor  because  they  are  no  real 
charge  upon  the  treasury. 

^^13  Stat,  at  Large,  112. 
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passed  a  law^^  making  such  shares  taxable  to  the  owners 
at  their  places  of  residence,  Hke  other  personal  property. 
Assessors  were  required  to  ascertain  the  stockholders  in 
all  banks  located  in  their  respective  towns  and  cities,  and 
to  interchange  the  information  thus  obtained,  to  the  end 
that  no  one  should  escape.  This  act  proved  largely  inef- 
fective, however,  on  account  of  the  negligence  of  assessors 
or  evasion  by  such  expedients  as  giving  false  addresses. ^^ 
It  made  no  provision,  furthermore,  for  shares  owned  by 
residents  of  other  states.  Accordingly  in  1868  an  act  was 
passed  for  the  taxation  of  non-resident  stockholders.^^ 
Bank  shares  belonging  to  persons  not  residing  in  Massa- 
chusetts were  to  be  taxed,  at  the  local  rate  of  taxation,  by 
the  towns  in  which  the  banks  were  situated,  and  the  pro- 
ceeds were  to  be  turned  over  to  the  state  treasurer.  Sav- 
ings banks  and  stock  insurance  companies  chartered  in 
Massachusetts,  since  they  were  already  subject  to  special 
taxes,  were  granted  at  this  time  exemption  from  taxation 
upon  national-bank  shares  owned  by  them.  Under  the 
law  of  1868  the  state  treasury  received  $30,667  in  1868, 
$197,489  in  1869,  and  $181,798  in  1870  from  the  tax 
upon  shares  held  by  non-residents. 

As  a  matter  of  course  the  constitutionality  of  the  laws 
of  1865  and  1868  was  assailed,  but  the  enactments  were 
sustained  by  the  courts.'^-  Nevertheless,^^  this  method  of 
dealing  with  national  banks  was  unequal  and  unsatisfac- 

^  Ch.  242  of  1865. 

"  An  account  of  the  working  of  this  law  as  well  as  of  the  others 
enacted  up  to  1873  may  be  found  in  the  Report  of  the  Commissioners 
on  Taxation,  1875,  pp.  129  et  seq. 

"  Ch.  349  of  1868.  Congress  meanwhile  had  passed  an  act  author- 
izing such  taxation. 

*^  14  Allen,  359;  99  Mass.,  141;  loi  Mass.,  575. 

*^  A  new  law  passed  by  Congress,  however,  and  additional  decisions 
of  the  federal  courts  would  have  raised  further  consitutional  ques- 
tions, if  the  law  had  not  been  changed.  See  15  Stat,  at  Large,  34; 
3  Wallace,  573 ;  4  Wallace,  459 ;  9  Wallace,  353  and  468. 
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tory.  A  large  amount  of  bank  stock  escaped  taxation; 
and  shares  in  the  same  institution,  when  unearthed  by  the 
assessors,  were  taxed  at  widely  varying  rates  if  the  own- 
ers happened  to  live  in  different  towns  or  cities.  In  1871, 
therefore,  the  whole  system  was  remodelled,  the  acts  of 
1865  and  1868  being  repealed.  By  the  new  law^^  the 
present  method  of  taxing  national  banks'*^  was  introduced. 
Thereafter  the  shares  were  taxed,  at  the  places  where  the 
institutions  were  located,  upon  their  fair  cash  value  after 
deducting  the  value  of  the  real  estate  owned  by  the  banks. 
The  tax  was  levied  at  the  local  rate,  thus  securing  equality 
among  stockholders  in  the  same  institution,  and  the  shares 
were  no  longer  taxable  to  the  owners  at  their  places  of 
residence.  The  sums  collected  upon  shares  belonging  to 
residents  of  Massachusetts  were  to  fall  to  the  towns  where 
such  stockholders  resided,  and  the  commonwealth  was  to 
receive  the  amounts  paid  upon  shares  owned  by  residents 
of  other  states.'*'^  By  subsequent  improvements  in  admin- 
istration the  banks  came  to  assume  the  payment  of  the  tax 
upon  their  entire  capital,  and  evasion  became  a  thing  of 
the  past. 

Although  the  act  of  1871  materially  increased  both  state 
and  local  revenues,  a  vigorous  opposition  was  aroused 
against  it ;  and  the  following  year  a  new  law  was  passed^''' 
by  which  the  state  virtually  went  back  to  the  system  in 
operation  from  1868  to  1870.  This  retrograde  measure 
caused  an  immediate  loss  of  revenue  and  even  more  com- 
plaint than  the  previous  law;  so  that  in  1873  the  state 
readopted,  with  slight  changes,  the  system  introduced  in 

^  Ch.  390  of  1871. 

"  The  law  applies  to  state  banks,  but  no  such  institutions  are  in 
existence  in  Massachusetts. 

*'The  act  of  1871  allowed  savings  banks  to  deduct  any  tax  paid  on 
bank  shares  from  the  tax  paid  upon  savings  deposits.  In  1873  a 
similar  allowance  was  made  to  stock  insurance  companies. 

*'  Ch.  321  of  1872. 
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1871.^^  The  results  were  immediately  beneficial,  and  a 
final  solution  of  a  perplexing  problem  had  been  reached. ^^ 
Under  these  various  acts  the  state  treasury,  from  1870 
to  1875,  received  the  following  sums : 

(In  thousands  of  dollars.) 

1870 181.8  1873 237.5 

1871 337-8  1874 219.3 

1872 125.7  1875 182.4 

This  represented,  of  course,  merely  the  tax  payable  upon 
shares  owned  by  non-residents ;  and  the  towns  and  cities, 
from  shares  owned  by  residents,  received  five  or  six  times 
as  much  as  the  commonwealth. 

The  tax  upon  savings-bank  deposits  occasioned  con- 
stant discussion  during  the  entire  period.  Many  persons 
contended^^  that  it  was  unjust  to  allow  this  property  to 
escape  with  a  tax  of  three  fourths  of  one  per  cent,  while 
other  property  in  the  commonwealth  paid,  upon  an  aver- 
age, nearly  double  that  rate.  Upon  the  other  hand,  it 
was  stoutly  maintained  that  inasmuch  as  the  deposits  were 
taxed  at  their  full  value,  and  without  the  possibility  of 
evasion,  the  tax  was  virtually  as  high  as  that  imposed 
upon  property  valued  by  local  assessors. '^^  In  fact,  in  the 
latter  part  of  the  seventies  repeated  proposals  vvere  made 
to  reduce  the  rate  to  one  half  of  one  per  cent.     With  no 


'' Ch.  315  oi  1873. 

^'Upon  the  working  of  the  laws  of  1871,  1872,  and  1873  see,  beside 
the  Report  of  the  Commissioners  of  1875,  the  reports  of  the  tax  com- 
missioner for  1872,  pp.  9-10;  1873,  p.  11;  1874,  p.  11;  1875,  p.  II.  In 
1885  a  number  of  banks  combined  to  make  another  test  of  the  legality 
of  the  law,  but  accomplished  nothing.  See  governor's  message,  Jan., 
1886. 

^°  Governor's  message,  Jan.,  1871.  It  was  said,  further,  that  the 
banks  were  used  by  well-to-do  persons  in  order  to  escape  taxation. 
See  Report  of  Commissioners  of  1875,  pp.  62-64. 

°^  See  report  of  bank  commissioners,  1873,  PP-  6-7 ;  Report  of  Com- 
missioners on  Taxation,  1875,  pp.  427-430. 
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important  changes  in  the  law  prior  to  1881,  the  yield  of 
the  tax  steadily  advanced  from  $570,100  in  1868  to 
$1,616,400  in  1880. 

The  laws  relating  to  fire  and  marine  insurance  com- 
panies were  subject  to  repeated  modifications,^^  ^nd  the 
revenue  derived  from  them  fluctuated  considerably.  The 
most  important  change  was  made  in  1872^^  when  domes- 
tic stock  companies,  which  were,  of  course,  required  to 
pay  the  general  corporation  tax,  were  exempted  from  the 
special  insurance  tax.  As  yet,  life  insurance  companies 
had  not  been  subjected  to  special  taxation,  except  for  the 
old  retaliatory  tax  upon  foreign  companies  chartered  in 
states  that  levied  upon  Massachusetts  companies.  In 
1870  the  auditor  urged  that  there  was  no  sound  reason 
for  making  this  discrimination  between  fire  and  life  in- 
surance,^* and  discussion  of  the  subject  continued  until 
in  1880  a  law  was  enacted^'^  requiring  life  insurance  com- 
panies to  pay  an  annual  excise  tax  of  one  half  of  one  per 
cent,  upon  the  net  valuation  of  all  policies  held  by  resi- 
dents of  Massachusetts.  With  frequent  fluctuations,  the 
^§"gi"egate  revenue  from  insurance  taxes  advanced  from 
$163,300  in  1868  to  $222,100  in  1880.^*^ 

The  general  corporation  tax  had  required  practically 
no  modification,^'''  but  a  highly  interesting  development 
had  occurred  in  its  practical  operation.  Since  the  tax 
was  laid  only  upon  the  excess  of  the  value  of  the  capital 

"Chs.  283  of  1865,  sec.  18;  325  of  1872,  sec.  8;  141  of  1873,  sec.  3. 

"  Ch.  245  of  1872. 

"Report,  1869,  pp.  14-15.  For  the  opposing  view  see  Report  of 
Commissioners  of  1875,  pp.  457-468. 

==  Ch.  227  of  1880. 

°'The  fees  and  charges  levied  to  defray  the  cost  of  supervising 
insurance  companies  are  omitted  from  all  these  figures. 

"  Ch.  274  of  1879  authorized  the  incorporation  of  companies  to 
construct  or  operate  railroads  in  foreign  countries,  and  imposed  upon 
such  concerns  a  special  tax  of  one-half  of  one  per  cent,  of  the  value 
of  the  stock. 
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stock  above  the  local  valuation  of  real  estate  and  mach- 
inery, it  followed  that,  the  higher  the  valuation  which 
local  assessors  placed  upon  the  real  estate  and  machinery, 
the  smaller  the  corporate  excess  would  be.  Since  the 
whole  of  the  tax  locally  levied  upon  real  estate  and  mach- 
inery accrued  to  the  towns  collecting  it,  while  the  tax  as- 
sessed by  the  tax  commissioner  was  distributed  according 
to  the  residence  of  the  stockholders,  it  followed  further 
that  local  officials  had  everything  to  gain  by  making  the 
assessed  valuation  of  the  real  estate  and  machinery  as 
high  as  possible.  The  act  of  1865  had  sought  to  control 
the  local  assessors  in  this  matter  ;^^  but  it  did  not 
accomplish  its  purpose,  as  will  be  seen  from  the  following 
table : 

(In  millions  of  dollars.) 
Assessed  value  Assessed  value        Taxable 
of  capital         of  real  estate        corporate 
Year.  stock.  and  machinery.        excess. 

1865 146.8  70.2  79.9 

1870 199.0  106.9  ,    92-1 

1872 239.5  134.8  104.8 

1875 239.8  170.2  84.2 

1880 251.6  160.7  105-9 

It  will  be  observed  that  from  1865  to  1870  the  propor- 
tion which  real  estate  and  machinery  bore  to  the  total 
assessed  value  of  the  capital  stock  of  corporations  subject 
to  the  tax  advanced  from  48  to  54  per  cent.  Then  during 
the  next  two  years  it  rose  to  56  per  cent;  and  then,  by 
1875,  jumped  to  71  per  cent.  It  might  be  expected  that, 
in  time  of  such  depression  as  prevailed  after  1873,  local 
assessors  would  reduce  the  assessment  of  real  estate  less 
than  the  tax  commissioner  would  be  compelled  to  reduce 
the  valuation  of  the  capital  stock ;  but  that  the  real  estate 
and  machinery  could  actually  increase  by  nearly  thirty- 


^  Ch.  283  of  1865,  sec.  6.    This  section  was  subsequently  modified 
by  chs.  127  of  1890,  sec.  7,  and  417  of  1898. 
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six  millions  at  a  time  when  the  total  valuation  of  the  cap- 
ital stock  had  declined,  or  tended  to  remain  stationary,  is 
too  preposterous  to  be  admitted  for  a  moment.  The  only 
explanation  is  that  the  local  assessors  had  taken  advantage 
of  the  law,  to  the  great  detriment  of  the  revenue  drawn 
from  the  tax  upon  the  corporate  excess.  This  tendency 
was  partially  recognized  by  the  Commissioners  on  Taxa- 
tion in  1875.^9 

As  things  were,  the  total  taxes  assessed  upon  corpora- 
tion franchises  increased  gradually  from  $1,211,800  in 
1868  to  $1,522,100  in  1872.  Then  under  the  influence 
of  the  panic  of  1873  ^^'^  the  grasping  disposition  of  the 
local  assessors,  they  decreased  to  $1,236,300  in  1875; 
after  which,  as  business  conditions  improved,  the  yield 
increased  to  $1,626,600  in  1880.  Of  these  amounts,  from 
twenty  to  twenty-five  per  cent,  representing  taxes  on 
shares  belonging  to  non-residents,  was  retained  in  the 
state  treasury. 

Meanwhile,  in  addition  to  the  growing  revenue  from 
corporations,  another  source  of  income  had  been  estab- 
lished. From  1852  to  1875  Massachusetts  had  attempted 
to  prohibit  the  sale  of  intoxicating  liquors,  with  results 
that  need  not  be  considered  here.  The  prohibition  was 
relaxed  temporarily,  in  1868,  in  favor  of  a  license  law 
under  which  the  commonwealth,  receiving  one  half  of  the 
license  charges,  had  derived  a  revenue  of  $118,200.  In 
1875  the  prohibitory  law  was  finally  repealed,  and  the 
license  system  was  reestablished  with  a  comparatively 
low  scale  of  charges. ^^  This  time  the  state  treasury  was 
to  receive  but  one  fourth  of  the  license  taxes ;  and,  there- 
fore, the  income  realized  up  to  1880  was  not  large.     In 

'*  Report,  p.  127. 

'"Ch.  99  of  1875.  On  this  subject  see  Wines  and  Koren,  The 
Liquor  Problem  in  its  Legislative  Aspects,  181-230;  Rowntree  and 
Sherwell,  Taxation  of  the  Liquor  Trade,  I,  330,  et  seq. 
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1875  the  tax  yielded  the  commonwealth  $149,600;  and  in 
1880,  $156,000. 

From  corporation  and  license  taxes  Massachusetts  was 
now  deriving  substantial  revenues  which  promised  to 
increase  with  the  growth  of  wealth  and  population.  The 
development  of  these  auxiliary  taxes  from  1867  to  1880 
is  shown  in  the  following  table 

(In  thousands  of  dollars.) 

1867.  iSSo. 

Bank  tax   13.7  207.4 

Savings-bank  tax 361.9  1,616.4 

Insurance  taxes   201.5  222.1 

Corporation  tax  376.1  44i.i 

Minor  corporation  taxes"^ 31.3  13.4 

License  tax   156.0 


Total    984-5  2,656.4 

The  relative  importance  of  the  income  from  such 
sources  can  be  best  shown  by  a  second  table  exhibiting 
the  aggregate  tax  revenue  of  the  state  in  1867  and  1880 : 

(In  thousands  of  dollars.) 

1867.  1880. 

Corporation  taxes    984.5  2,500.4 

License  tax 156.0 

State  tax  4>95i-8  i,495-0 

Miscellaneous  taxes"^ 38.1  16.5 


Total    5,974-4  4>i67-9 

Stationary  or  declining  expenditures  accompanied  by 
the  growth  of  auxiliary  taxes  made  it  possible  to  reduce 
materially  the  weight  of  the  state  tax  upon  polls  and 
property,  which  was  the  elastic  element  in  the  revenue 


"^  Coal  and  mining  companies  and  foreign  railroad  taxes. 
°^Tax  on  alien  passengers  (repealed  in  1872)  and  tax  on  peddlers. 
Corporation  fees  and  inspection  charges  are  omitted. 
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system.     From  1867  to  1880  the  annual  levies  were  as 

follows : 

1867 $5,000,000  1874 $2,000,000 

1868 $2,000,000  1875 $2,000,000 

1869 $2,500,000  1876 $1,800,000 

1870 $2,500,000  1877 $1,500,000 

1871 $2,500,000  1878 $1,000,000 

1872 $2,000,000  1879 $  500,000 

1873 $2,250,000  1880 $1,500,000 

Except  in  two  cases  every  step  in  the  reduction  of  the 
state  tax  had  been  fully  justified  by  the  condition  of  the 
treasury.  In  1868  the  reduction  proved  excessive,  causing 
a  deficit  of  $798,700  in  the  ordinary  revenue  ;^^  and  the 
following  year  a  larger  tax  was  necessary.  Again  in 
1879  Governor  Talbot's  intense  desire  to  lighten  the 
weight  of  taxation  resulted  in  too  great  a  cut  in  the  tax, 
which  was  followed  by  another  deficit  and  a  larger  tax 
for  1880.^'*  But  with  these  exceptions  the  state  had 
avoided  anything  more  than  casual  deficits  of  small 
amounts,  had  incurred  no  debts  for  current  expenditures, 
had  met  sinking  fund  requirements,  and  had  maintained 
a  sufficient  cash  balance  in  the  treasury.  The  $1,500,000 
tax  which  was  ample  for  all  requirements  in  1880  repre- 
sented a  per  capita  charge  of  but  eighty-four  cents.  If 
existing  conditions  could  be  maintained,  another  five  or 
ten  years  might  witness  the  disappearance  of  the  state 
tax.  Indeed,  if  it  had  not  been  for  the  railroad  debt, 
which  carried  an  interest  charge  of  about  $890,000  be- 
tween 1876  and  1880,  the  tax  might  have  been  reduced  to 
figures  so  low  as  to  suggest  to  the  advocates  of  retrench- 
ment and  economy  the  possibility  of  abolishing  it  at  that 
time. 


"Treasurer's  report,  1868,  p.  7. 

"  See  auditor's  report,  1879,  p.  10 ;  and  message  of  Governor  Long, 
Jan.,  1881. 
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In  the  total  taxes  resting  upon  polls  and  property  the 
state  tax  had  again  become  an  unimportant  factor.  For 
the  significant  years,  1867,  1874,  and  1880,  the  figures 
are  as  follows : 

(In  thousands  of  dollars.) 
Total  taxes  on 

Year.            polls  and  property.          State  tax.  Local  taxes. 

1867 19,104.1         5,000.0  14,104.1 

1874 28,681.2         2,000.0  26,681.2 

1880 24,755.9         1,500.0  23,255.9 

With  the  war  debt  decreasing,  the  growth  of  railroad 
debts  arrested,  and  the  auxiliary  revenue  steadily  in- 
creasing, the  future  of  the  state  tax  presented  in  1880  a 
question  of  no  little  interest. 

Since  1861  the  methods  of  apportioning  the  tax  had 
been  most  radically  altered.  The  rapid  industrial  changes 
and  disturbances  of  values  caused  by  the  Civil  War  soon 
invalidated  the  apportionment  of  1861,  and  required  a 
new  adjustment  in  1865.^^  But  conditions  had  now 
changed  so  greatly  that  decennial,  or  even  quinquennial, 
valuations  by  committees  of  the  legislature  could  not  meet 
the  needs  of  the  case.^*'  In  1871,  therefore,  the  legisla- 
ture turned  over  to  the  tax  commissioner  a  function  which 
it  had  exercised  continuously  for  one  hundred  and  seventy- 
seven  years.  The  new  law^^  gave  this  official  full  power 
to  investigate  local  valuations  and,  after  making  neces- 

«"  Sen.  Doc.  107  of  1865. 

™  Not  only  was  the  relative  wealth  of  towns  and  cities  changing, 
but  the  total   valuation   was   increasing  at   an   unprecedented   rate. 
From  1821  to  1880  the  total  valuation  of  the  state  was  as  follows: 
(In  millions  of  dollars.) 

1821 153-6  1865 991-8 

1831 208.9  1870 1417-I 

1841 299.9  1875 1840.7 

1851 597.9  1880 1584-7 

1861 861.5 

""  Ch.  125  of  1871. 
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sary  corrections,  to  effect  periodical  reapportionments. 
Since  1881  the  valuations  have  been  made  as  often  as  once 
in  three  years,^^  and  polls  have  been  rated  at  one  tenth  of 
a  mill  each.*^^  When  the  commissioner  undertook  the 
first  apportionment  he  found  that  in  some  towns  property 
was  assessed  at  only  one  half  or  two  thirds  of  its  value, 
and  that  grave  inequalities  had  crept  into  past  apportion- 
ments.^*^ Partly  through  his  good  offices,  and  partly 
because  the  state  tax  has  become  a  comparatively  small 
factor  in  the  total  levy  upon  the  property  of  the  common- 
wealth, competitive  undervaluation  of  real  estate  by  local 
assessors  has  now  become  largely  a  thing  of  the  past.'^^ 
Of  every  $1,000  Boston  now  pays  $360,  but  little  more 
than  the  districts  within  the  present  city  limits  paid  in 
1861. 

The  heavy  increase  of  the  state  tax  during  the  Civil 
War  made  it  necessary  to  modify  the  law  relating  to  the 
taxation  of  polls.  If  one  sixth  of  the  war  taxes  had  been 
levied  upon  polls,  as  the  law  required,""  and  the  assess- 
ments for  local  purposes  had  approximated  $1.50,  as  was 
permissible,  the  aggregate  poll  taxes  would  have  risen  to 
very  high  figures.  Accordingly  in  1862  a  law  was  en- 
acted'^^  by  which  the  aggregate  poll  tax  for  all  purposes, 
state  and  local,  was  limited  to  $2.00,  with  an  exception  in 
the  case  of  highway  taxes  separately  assessed.  Even 
under  this  law,  with  separate  assessments  for  highways 
included,  the  poll  taxes  in  many  towns  rose  to  $2.50  and 

•='  Ch.  163  of  1881. 

^^Thus  in  the  last  apportionment,  in  1904,  the  778,900  polls  in  the 
state  were  rated  at  $77.89  in  every  tax  of  $1,000,  and  property  was 
rated  at  $922.11.    House  Doc.  1054  of  1904. 

'"  Report  of  Commissioners  of  1875,  p.  84. 

"  Report  of  Commission  on  Taxation,  1897,  p.  119. 

"  The  earlier  enactments  were  codified  in  the  General  Statutes,  ch. 
II,  sec.  31. 

"  Ch.  158  of  1862. 
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$3.00  in  1864  and  1865;"'*  while  higher  assessments  were 
reported,  and  in  one  town  the  tax  stood  at  $4.25.  For 
the  entire  state  the  average  poll  tax  in  1865  was  $2.11,, 
as  against  $1.62  in  1861. 

Until  1879  the  law  remained  unchanged,  and  the  ex- 
ception in  favor  of  highway  assessments  kept  the  poll  tax 
above  $2,00  in  not  a  few  towns.'^^  In  that  year,  however, 
the  legislature  enacted  the  statute  now  in  force,'^^  by  which 
the  aggregate  assessment  upon  polls  cannot  exceed  $2.00/ 
The  local  assessors  are  directed  to  assess  the  state  tax 
upon  polls  up  to  the  limit  of  $1.00  each,  and  to  assess  the 
balance  upon  property;  while  the  same  procedure  is  pre- 
scribed for  the  assessment  of  county  taxes.  The  result 
is  a  uniform  poll  tax  of  $2.00  throughout  the  state.'^'^ 
Since  the  number  of  taxable  polls  steadily  increased  after 
1879  and  the  state  tax  remained  nearly  stationary  until 
1903,  the  effect  of  the  existing  law  was  to  increase  mate- 
rially the  proportion  of  the  annual  tax  falling  upon 
polls  ;'^^  and  the  same  is  probably  true  of  county  taxes. 
As  an  offset,  however,  town,  highway,  and  other  local 
taxes  must  be  levied  wholly  upon  property,  and  the  assess- 
ments upon  polls  can  no  longer  rise  above  $2.00,  as  they 
frequently  did  under  the  former  regulations. 


"  Aggregates  of  Polls,  Property,  and  Taxes. 

"  Report  of  Commissioners,  1875,  p.  18. 

"  Ch.  299  of  1879. 

"  For  a  time  peculiar  local  conditions  made  a  lower  rate  possible 
in  five  or  six-  towns.  Report  of  Commissioners  on  Taxation,  1897, 
p.  4.  The  latest  reports  show  a  tax  of  $2.00  in  these  towns  at  the 
present  time. 

"  In  1881,  for  instance,  the  462,900  polls  must  have  paid  $462,900 
out  of  a  tax  of  $1,500,000.  In  1900,  778,900  polls  paid  $778,900  in  a 
tax  of  the  same  amount.  But  of  the  $4,000,000  tax  of  1905,  polls  paid 
$852,400. 


CHAPTER  VII. 

The  Growth  of  New  Debts  and  Expenditures. 

(1881-1905) 

In  the  financial  policy  of  the  last  quarter  of  a  century 
the  controlling  factors  have  been  the  steady  increase  of 
ordinary  expenditures,  and,  since  1889,  the  growth  of  a 
new  state  debt.  Such  zeal  for  retrenchment  as  was  dis- 
played between  1876  and  1880  inevitably  invited  reaction 
when  business  conditions  improved,  as  they  did  after 
1879.  Then,  too,  modern  methods  of  dealing  with  the 
problems  confronting  the  state  administration  called  im- 
peratively for  larger  outlays  in  various  directions.  Until 
1890  the  real  or  supposed  needs  of  the  time  were  met  by 
increasing  the  charges  upon  the  ordinary  revenue;  after 
that  year  the  credit  of  the  commonwealth  also  was 
brought  into  play. 

The  state's  finances  seem  to  have  been  governed  by  the 
same  conditions  that  controlled  the  financial  affairs  of 
towns  and  cities  in  the  commonwealth.  This  will  be 
made  clear  by  the  following  table,  which  exhibits  the  total 
net  indebtedness  of  all  municipalities  in  selected  years, 
and  the  aggregate  taxes  levied  upon  polls  and  property 
in  order  to  meet  town,  city,  and  county  expenditures^ : 

(In  millions  of  dollars.) 

Net  Aggregate 

Year.                       indebtedness.  local  taxes. 

1880 68.5  23.3 

1890 70.7  29.8 

1900 131.0  46.4 

1905 147.5  53.5 

*  This  is  ascertained  by  deducting  the  state  tax  levied  each  year 
from  the  aggregate  taxes  levied  for  all  purposes. 
94  [362 
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It  will  be  observed  that,  up  to  1890,  the  outlay  of  munici- 
palities increased  at  a  moderate  rate;  and  that  the  ordi- 
nary revenues  supplied  the  additional  income  needed, 
municipal  indebtedness  remaining  nearly  stationary. 
After  that,  although  the  annual  tax  levy  increased  eighty 
per  cent,  during  the  next  fifteen  years,  credit  was  em- 
ployed so  largely  that  the  net  indebtedness  rose  nearly 
one  hundred  and  nine  per  cent.^  With  a  difference  in  the 
percentages,  the  same  thing  is  true  of  the  finances  of  the 
state. 

In  the  present  condition  of  the  accounts,  it  is  very  dif- 
ficult to  construct,  upon  a  uniform  basis,  a  table  showing 
the  growth  of  state  expenditures  from  1880  to  1897. 
But  for  1898  to  1905  the  auditor's  office  has  recently 
compiled  a  serviceable  statement^  which  can  be  compared 
with  the  figures  computed  by  the  writer  for  1880,  since 
care  was  taken  by  him  to  follow  the  method  now  used 
by  the  auditor.  Selecting  1898  and  1903  as  the  most 
significant  intermediate  years,  the  following  table  may 
be  constructed  ;■* 

(In  thousands  of  dollars.) 

1880.  1898.  1903.  1905. 

Legislative   180.9  337-8  373-2  3S6.6 

Executive   88.1  162.3  195-8  200.5 

Judicial    173-9  334-5  417-7  448-9 

Public  printing 66.4  151.6  80.8  91.8 

State  House 38.2            96.6  126.3  ii5-9 

547.5       1,082.8       1,193-8       1,212-7 

^The  same  general  conditions  manifested  themselves  throughout 
the  United  States.  The  net  indebtedness  of  counties,  municipalities, 
school  districts,  and  other  local  units  advanced  from  $848,532,000  in 
1880  to  $925,994,000  in  1890,  and  to  $1,629,881,000  in  1902.  Prior  to 
1890  there  was  but  little  increase;  thereafter  a  very  rapid  upward 
movement. 

^  See  auditor's  report  1902,  p.  7 ;  and  1905,  p.  12. 

*  In  one  item,  that  of  public  printing,  the  figures  for  1880  are  not 
quite  the  same  as  for  the  later  years.  For  1880  legislative  printing 
is  included  with  public  printing;  in  the  auditor's  figures  for  1898, 
1903,  and  1905  legislative  printing  is  included  with  the  legislative 
expenditures.    In  1905,  for  instance,  it  amounted  to  $35,400. 


96  American  Economic  Association  [3^4 

Boards  and  commissions 76.1  421.4  609.5  884.5 

Agriculture  and  Agric.  College  22.5  308.7  226.3  234.5 

Educational   and   State   Library  90.5  435-2  869.6  847.2 

Charitable     409.5  1,014.5  1,354-0  2,608.6 

Penal  and  correctional 337.0  790.8  925.0  998.9 

Militia     245.2  268.3  351-7  307-0 

Civil  War  expenditures 407.1  756.9  842.7  905.1 

Public  Buildings   52.4  502.6  307.3  194.8 

Miscellaneous    35.5  149.5  154-8  137-9 

1,675.8       4,647-9       5,640.9       7,118.5 

Interest    1,684.6  792.6  753.8  891.4 

Sinking  funds  and  school  fund 216.7  242.4  395.9 

1,684.6       1,009.3  996.2       1,287.3 

Total    3,907-9       6,740.0       7,830.9       9,619.5 

Examining  the  figures  in  gross,  it  appears  that  the 
increase  of  expenditures  from  1880  to  1898  was  72  per 
cent.,  and  that  the  outlay  for  1905  was  146  per  cent,  larger 
than  that  for  1880.  Reduced  to  a  per  capita  basis,  the 
increase  is  less  striking,  the  per  capita  expenditure  being 
$2.19  in  1880,  $2.51  in  1898,  and  $3.20  in  1905.  Never- 
theless the  rise  of  the  per  capita  cost  of  government  from 
$2.19  to  $3.20  in  the  last  twenty-five  years  is  enough  to 
invite  careful  attention  to  its  causes,  particularly  since  the 
greater  part  of  the  increase  has  come  about  since  1898. 
Recently  the  matter  has  threatened  to  become  a  political 
issue;  and  there  is  need,  therefore,  of  thorough  and 
candid  examination. 

In  the  first  place,  it  will  be  observed,  there  has  been 
since  1880  a  material  decrease  in  the  interest  account, 
although  since  1898  the  annual  charge  has  advanced. 
Sinking  fund  requirements,  upon  the  other  hand,  seem 
to  be  upon  the  increase;  yet  even  in  1905  the  aggregate 
interest  and  sinking  fund  charges  are  less  than  they  were 
in  1880 — a  fact,  of  course,  which  accentuates  the  growth 
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of  the  outlay  in  other  directions.  Looking  at  the  other 
items  in  our  table,  it  appears  that  the  first  five  have  risen 
122  per  cent  during  the  last  twenty-five  years,  consider- 
ably less  than  the  total  expenditures,  which,  it  will  be 
remembered,  increased  146  per  cent  during  the  same 
period.  Upon  the  other  hand,  the  next  nine  items  show 
an  advance  of  325  per  cent,  which  vastly  exceeds  the  rate 
of  increase  of  the  total  expenditures. 

A  study  of  the  first  five  items,  which  concern  what  may 
be  called  the  framework  of  the  state  government,  dis- 
closes a  general  advance  which  is  strikingly  large  only  in 
one  case,  the  outlay  for  the  State  House,  which  inevitably 
increased  when  the  old  building  was  enlarged  a  few  years 
ago.  Legislative  expenditures  did  not  long  remain  at  the 
low  level  of  1880,  since  the  lawgivers  soon  tired  of  an 
economy  which  began  with  reduction  in  their  own  pay, 
and  advanced  their  wages  to  about  the  old  figures  of  the 
unregenerate  days  before  1879.  Executive  salaries,  too, 
were  restored  to  the  former  basis  after  a  time ;  while  the 
growth  of  public  business  entailed  an  increase  of  clerks 
and  other  employees.  In  this  item,  and  in  the  growth 
of  judicial  expenditures,  there  is  little  or  no  ground  for 
legitimate  criticism.  Public  printing  involved  some  un- 
necessary expense  up  to  1902,  when  the  outlay  stood  at 
$181,300;  but  then  a  reform  was  instituted,  and  the  heads 
of  departments  were  kindly  but  firmly  admonished  to 
reduce  the  amount  of  unread  and  unreadable  matter  put 
forth  in  their  annual  reports.  Upon  the  whole,  therefore, 
there  is  at  the  present  time  little  reason  for  criticizing  the 
outlay  under  these  five  heads. 

The  nine  items  in  the  second  group  show  the  cost  of 
administering  the  various  enterprises  which  the  common- 
wealth undertakes  for  the  welfare  of  its  people.  Of 
these,  all  but  one  or  two  exhibit  a  startling  increase;  yet 

24 
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in  most  cases  an  adequate  explanation  can  be  found. ^  The 
largest  advance  is  in  the  charitable  expenditure.  From 
1880  to  1898  this  was  but  little  larger  than  the  growth 
of  population  and  improved  methods  of  combating  dis- 
ease or  caring  for  special  classes  of  dependents  would 
lead  one  to  expect.  Some  waste  seems  inevitably  to  at- 
tend disbursements  for  such  purposes;  but  it  is  equally 
true  that  the  charitable  institutions  of  Massachusetts  are, 
and  have  been,  a  credit  to  the  state.  The  startling  in- 
crease since  1903  is  due  to  the  fact  that  in  1904  the  com- 
monwealth assumed  entire  care  of  the  insane,^  thereby 
relieving  the  towns  of  approximately  $1,000,000  of 
charges  which  they  had  formerly  met.  This  was  a  trans- 
fer of  functions,  therefore,  and  not  an  additional  burden 
upon  taxpayers.  Penal  and  correctional  expenditures 
have  been  determined  largely  by  the  same  influences  that 
brought  about  the  steady  advance  of  the  charitable.  They 
have  increased  no  per  cent  in  twenty-five  years,  while 
population  increased  but  69  per  cent;  yet  few  well- 
informed  persons,  if  any,  would  care  to  cut  off  the  new 
branches  of  outlay.  Educational  charges  have  risen  with 
phenomenal  rapidity ;  yet  the  money  has  been  well  ex- 
pended in  aiding  the  poorer  towns, ''^  providing  for  the 
education  of  the  deaf  and  the  blind,  and  promoting  in- 
dustrial education.  One  of  the  creditable  features  of  the 
financial  policy  prior  to  1902  was  the  application  of  large 
sums  from  the  ordinary  revenue  to  the  construction  of 


°  Cf.  the  statement  of  the  auditor  before  the  committee  on  ways 
and  means  in  1905.    Sen.  Doc.  346  of  1905. 

°  Ch.  451  of  1900. 

'  The  state  now  spends  $93,000  annually  in  aiding  the  poorer  towns 
to  employ  trained  superintendents,  a  highly  advantageous  measure. 
Since  1903  the  whole  expense  of  normal  schools,  one-half  of  which 
was  formerly  borne  by  the  school  fund,  was  charged  to  the  ordinary 
revenue.     Ch.  456  of   1903.     This  enabled  the   state  to  turn  over 
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such  public  buildings  as  were  needed  for  state  institu- 
tions.^ This  explains  the  large  outlay  for  public  build- 
ings shown  by  our  table  for  1898;  and  the  reduced  ex- 
penditure since  that  time  has  been  a  change  of  question- 
able profit  to  the  state,  as  it  has  meant  an  increased  use 
of  loans.  The  marked  growth  of  agricultural  expendi- 
tures has  been  due  to  large  outlays  upon  agricultural 
education,  the  extermination  of  disease  among  cattle,  and 
the  warfare  upon  such  pests  as  the  gypsy  moth. 

The  outlay  upon  boards  and  commissions  in  1905  was 
larger  than  usual  on  account  of  the  expenditure  of 
$279,840  in  taking  the  decennial  census  of  the  state.  The 
figures  for  1903,  therefore,  are  nearer  the  normal  ex- 
penditure at  the  present  day.  Since  1880  the  growth  of 
this  class  of  charges  has  been  remarkably  rapid,  and  there 
is,  doubtless,  room  for  criticism  at  some  points.  Yet 
most  of  the  boards  and  commissions  are  doing  valuable 
work  which  it  would  be  mistaken  policy  to  curtail.  Prac- 
tical reform  lies  rather  in  the  direction  of  enforcing 
greater  responsibility  to  the  governor  of  the  state.  There 
remains,  finally,  the  one  seriously  questionable  item — 
that  of  state  aid  and  relief  in  its  various  forms.  After 
the  Civil  War  this  sort  of  outlay  gradually  declined,  from 
$932,000  in  1868  to  $407,100  in  1880  and  then 
$323,000  in  1885.  With  the  federal  government  disbursing 
an  increasing  amount  of  pension  money  in  Massachu- 
setts, which  in  1904  amounted  to  $5,121,800,  it  would 
seem  that  the  outlay  for  state  aid  ought  at  least  to  have 
remained  stationary.  Instead  of  doing  so,  however,  it 
began  to  rise  after  1885  until  in  recent  years  it  has  aver- 


$100,000  of  school- fund   income  to   aid   the   schools   of  the  poorer 
towns.    This  was  a  transfer  of  burdens  rather  than  an  increase. 

*From  1881  to  1894  outlay  of  this  character  advanced  from  $79,- 
400  to   $763,300.     From    1895   to    1900   it   averaged   about  $500,000. 
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aged  about  $850,000,  and  tends  upward  rather  than 
downward.  It  is  true  that  the  age  of  veterans  is  increas- 
ing, and  that  this  fact  would  make  aid  necessary  in  cases 
where  it  was  not  needed  before;  but  it  is  also  true  that 
the  number  of  veterans  is  decreasing.  No  other  state,  so 
far  as  is  known,  finds  it  necessary  to  supplement  the 
bounty  of  the  federal  government  to  any  such  extent  as 
Massachusetts  has  seen  fit  to  do,  and  the  explanation  of 
her  action  is  probably  found  in  the  unfortunate  pressure 
of  the  "soldier  vote".  The  culminating  measure  in  a 
series  of  proposals  originating  from  this  source  was  the 
veterans'  bounty  act  of  1904,^  which  was  passed  over  the 
courageous  veto  of  the  governor — only  to  remain  unen- 
forced on  account  of  its  certain  unconstitutionality.  This 
choice  bit  of  legislation  authorized  the  issue  of  bonds  in 
order  to  pay  bounties  to  veterans  of  the  Civil  War,  not 
conscripts  or  substitutes,  who  had  not  received  bounties 
at  the  time  of  their  enlistment.  Although  professing  to 
call  for  but  $350,000,  it  would  actually  have  required  a 
far  larger  sum,  besides  establishing  a  principle  that  would 
have  opened  the  door  to  future  raids  upon  the  treasury 
unpleasant  to  contemplate.^*^  The  passage  of  this  act  is 
the  best  commentary  that  can  be  offered  upon  increased 
appropriations  for  state  aid  in  recent  years.  It  is  safe  to 
say  that  an  annual  saving  of  several  hundred  thousand 
dollars  could  be  effected  at  this  point,  with  advantage  to 
the  real  interests  of  the  state ;  it  is  safe,  also,  to  venture  a 
prediction  that  such  a  proposal  will  not  find  favor  with 
the  politicians. 


Some  of  the  outlay  included  here  consisted  of  grants  to  semi-  private 
hospitals  and  similar  institutions. 

^  Ch.  458  of  1904. 

'"  These  points  were  brought  out  clearly  in  the  veto  message  of 
Governor  Bates. 
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Having  traced  the  movement  of  the  ordinary  expendi^ 
tures,  we  may  now  turn  to  the  history  of  the  debt  of  the 
commonwealth  during  this  period.  From  1878  to  1889 
no  new  loans  were  contracted  by  the  state.  The  total 
funded  debt,  under  the  operation  of  the  sinking  funds, 
gradually  decreased  from  $33,220,000  upon  January  i, 
1878,  to  $28,851,000  upon  January  i,  1889;  while  the 
net  debt,  or  the  excess  above  sinking  funds,  decreased 
from  $22,334,773  to  $5,616,000.^^  This  great  reduction 
of  the  net  liabilities  had  been  brought  about  almost  wholly 
by  the  accumulation  of  sinking  funds  through  the  annual 
interest  upon  investments,  income  from  lands, ^^  and  other 
similar  sources. ^^  From  the  tax  revenue,  but  $440,000 
seems  to  have  been  contribuated  from  1878  to  1888,  in- 
clusive.^^ Against  the  net  indebtedness  of  $5,616,000 
upon  January  i,  1889,  the  commonwealth  held  $5,000,000 
of  Fitchburg  common  stock,  then  worth  not  more  than 
$1,000,000  although  later  exchanged  for  $5,000,000  of 
Boston  and  Maine  bonds;  as  well  as  unsold  lands  at 
South  Boston,  worth,  perhaps,  $2,000,000  more.     Appa- 

"  Report  of  treasurer,  1905,  p.  21.  It  should  be  observed  that  the 
treasurer's  figures  are  for  Dec.  31,  and  that  those  here  quoted  are 
of  Jan.  I,  of  each  year. 

"  By  1886  the  Back  Bay  enterprise  was  closed  up,  with  total  receipts, 
of  $5,084,000  and  a  profit  of  $3,442,000.  Lands  donated  to  public 
purposes  would  have  been  worth  $833,000  more.  Report  of  Harbor 
and  Land  Commissioners,  1886,  p.  7.  Of  the  total  profits  about 
$700,000  had  accrued  between  1880  and  1886.  The  receipts  from  the 
South  Boston  flats  no  longer  went  to  the  sinking  funds;  but  $197,900 
received  for  rights  and  privileges  in  tidewater  lands  was  carried  to 
these  funds.  See  ch.  284  of  1874,  resolve  8  of  1872,  and  Report  of 
Harbor  and  Land  Commissioners,  1887,  p.  10. 

^^  Between  1883  and  1890  Massachusetts  received  $356,200  upon  a 
Civil  War  claim. 

"  In  1881  and  1883,  $200,000  of  ordinary  revenue  was  appropriated 
to  sinking  fund  purposes.  Then  ch.  255  of  1884  appropriated  $60,000 
annually  for  ten  years  to  the  prison  and  hospital  loan  sinking  fund. 
Under  this  act  $240,000  was  taken  from  the  revenue  between  1885 
and  1888. 
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rently  the  debt  was  on  its  way  to  extinction  without 
further  material  demands  upon  taxpayers. 

But  matters  were  ordained  otherwise.  In  1889  it  be- 
came necessary  to  provide  for  enlargement  of  the  State 
House,  and  an  act  was  passed,  followed  subsequently  by 
others,  authorizing  a  loan  for  this  purpose.^^  By  January 
I,  1890,  $2,530,000  had  been  borrowed,  and  before  the 
work  was  completed  total  liabilities  of  $7,080,000  were 
incurred. ^^  Then,  in  1890,  radical  action  was  taken  with 
reference  to  the  abolition  of  grade  crossings,  and  the  state 
bound  itself  to  contribute  a  certain  proportion  of  the  cost 
of  the  work.^'^  By  Januai-y  i,  1895,  $650,000  of  debt  had 
been  contracted  in  prosecution  of  this  undertaking;  by 
1900,  $8,000,000;  and  by  1906,  $8,300,000.^^  In  1894 
an  important  new  departure  was  made  by  authorizing  a 
loan  for  the  construction  of  state  highways  in  various 
parts  of  the  commonwealth,^^ — an  effective  contribution 
to  the  movement  for  the  improvement  of  American 
roads. ^^  By  gradual  stages  the  bonds  issued  for  highway 
construction  have  now  risen  to  a  total  of  $4,775,000.^^ 
In  1894  and  1895  loans  were  authorized  for  a  new  insane 
asylum  and  an  epileptic  hospital;--  and  in  1897  another 
loan,  for  the  improvement  of  Boston  harbor.-^     For  the 


"  Chs.  394  of  1889;  404  and  438  of  1892;  and  537  of  1901. 

"  Auditor's  report,  1906,  p.  21. 

"  Chs.  428  of  1890 ;  374  and  493  of  1892 ;  and  257  of  1896. 

^*  Auditor's  report,  1906,  p.  19.  The  total  expenditure  has  been 
$9^363,908,  of  which  $2,943,000  has  been  or  is  to  be  refunded  to  the 
state  by  municipalities. 

"  Ch.  497  of  1894. 

^°  In  this  same  year  the  act  authorizing  the  construction  of  boule- 
vards in  the  metropolitan  district  provided  that  half  the  expense 
should  be  borne  by  the  state.  Ch.  288  of  1894.  By  1906  loans  for 
this  purpose  aggregated  $2,242,500. 

^^  Auditor's  report,  1906,  p.  22. 

*^  Chs.  391  of  1894  and  480  of  1895. 

'''Chs.  486  and  S13  of  1897. 
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asylum  and  hospital  $1,841,200  were  ultimately  bor- 
rowed;-'* and  for  harbor  improvements,  $500,000.  The 
Spanish  War  led  to  a  fresh  loan  in  1898,  in  order  to  pro- 
vide state  pay  and  bounties  for  volunteers,-^  and  in  1906 
a  liability  of  $1,240,000  was  outstanding  upon  this  account. 
Finally,  in  1901,  elaborate  plans  were  adopted  for  the 
enlargement  of  various  hospitals  and  public  institutions, 
and  for  such  purposes  $3,024,000  was  borrowed  from 
1 90 1  to  the  end  of  1904.^® 

Under  these  successive  drafts  upon  the  credit  of  Mas- 
sachusetts, the  new  debts  at  length  began  to  accumulate 
faster  than  sinking  funds  could  extinguish  the  obligations 
contracted  before  1878.  Between  1888  and  1895  not  less 
than  $26,499,800  of  old  loans  matured,  and  were  dis- 
charged by  the  funds  pledged  for  their  payment.  As  a 
result,  in  spite  of  the  new  debts,  the  aggregate  funded^^ 
liabilities  of  the  state  had  fallen  to  $13,585,000  by  Jan- 
uary I,  1896.  But  thereafter  the  tide  turned,  and  the 
total  indebtedness  increased.  By  January  i,  1901,  it  had 
risen  to  $21,996,400,^^  and  at  the  opening  of  1906  stood 
at  $26,569,700.^^  In  this  connection  it  may  be  interesting 
to  observe  that  in  1900,  by  the  payment  of  the  Boston, 
Hartford,  and  Erie  loan,  the  debt  contracted  prior  to 

^Auditor's  report  1905,  p.  21.  To  these  loans  others  have  since 
been  added.    See  note  26. 

^  Ch.  471  of  1901. 

'^  Senate  Doc.  346  of  1905,  p.  7.  The  total  loans  for  prisons  and 
hospitals,  including  the  asylum  and  hospital  loans  mentioned  above, 
aggregrated  $4,767,250  on  Jan.  i,  1906. 

"  Floating  debt  has  been  virtually  unknown  since  the  early  seven- 
ties. Temporary  loans  are  contracted,  in  anticipation  of  the  current 
revenue,  but  these  have  been  repaid  invariably  before  the  end  of  the 
year. 

^'  Between  1896  and  1901  the  sinking  funds  extinguished  $7,279,000. 
No  more  loans  mature  until  1909. 

""  This  excludes  the  Fitchburg  securities  loan  which  will  be  dis- 
cussed on  a  subsequent  page. 
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1880  had  been  wholly  extinguished;^^  so  that  none  of  the 
existing  obligations  date  from  an  earlier  period  than  1889. 
The  new  loans,  like  the  old,  were  accompanied  by 
adequate  provision  for  sinking  funds,  and  the  net  indebt- 
edness has  always  been  materially  less  than  the  gross 
liabilities.  In  significant  years  from  1878  to  1906  the 
showing  was  as  follows  :^^ 

(In  thousands  of  dollars.) 

Funded  Sinking 

Jan.  I.                             debt.  funds.  Net  debt. 

1878 33,220.5  10,885.7  22,334.8 

1889 28,851.6  23,235.6  s,6i6.o 

1894 23,731.4  20,121.6  3,609.8 

1896 13,585-2  7,444-8  6,140.4 

1901 21,996.4  5,292.3  16,704.1 

1906 26,569.7  12,353.9  14,215-8 

The  outstanding  funded  debt  reached  its  highest  point  in 
1878  and  its  lowest  in  1896;  while  the  net  indebtedness 
was  lowest  upon  January  i,  1894.  Since  1896  the  funded 
debt  has  steadily  advanced,  but  since  1901  the  rapid 
growth  of  sinking  funds  has  reduced  the  net  indebtedness 
by  some  two  and  one-half  millions.  Upon  a  per  capita 
basis  the  net  direct  debt  of  the  state  to-day  does  not 
exceed  $4.73. 

The  sinking  fund  requirements  of  the  new  debt  have 
made  larger  demands  upon  the  ordinary  revenue  than 
have  ever  been  necessary  before.  From  1888  to  1900 
approximately  $1,669,700  was  thus  required;  and  since 
1 90 1,  when  nothing  was  needed,  the  annual  payments  to 
sinking  funds  have  risen  in  some  years  to  $295,000.^- 

^The  Civil  War  debt  had  disappeared  in  1894.  Auditor's  report, 
1894,  P-  539- 

^'  Treasurer's  report,  1905,  p.  21.  From  the  figures  of  the  total  debt 
and  sinking  funds  for  1906  I  have  omitted  the  Fitchburg  securities 
loan  of  $5,000,000,  with  a  sinking  fund  of  $5,000,000,  for  reasons 
which  will  be  explained  later. 

^^  My  figures  for  1888  to  1901  can  claim  to  be  only  approximately 


373]         Finances  of  Massachusetts — 1/80  to  ipo^  105 

This  is  not  a  heavy  charge,  but  it  is  sufficient  to  show  that 
further  increase  of  the  debt  is  Hkely  to  make  the  sinking 
fund  requirements  appreciably  felt. 

In  far  greater  part,  however,  the  sinking  funds  have 
been  replenished  from  sources  not  included  in  the  ordi- 
nary revenues.  In  1901  the  $5,000,000  of  Fitchburg 
common  stock,  long  carried  on  the  books  as  an  unavail- 
able asset,  was  exchanged  for  $5,000,000  of  Boston  and 
Maine  bonds  which  were  carried  to  the  sinking  fund  for 
the  grade-crossings  loan.^^  Then  in  1905,  the  sum  of 
$1,450,560,  the  net  amount  received  from  the  United 
States  in  settlement  of  an  old  war  claim,  was  distributed 
among  other  sinking  funds. ^^  In  certain  years,  as  1896 
and  1903,  no  inconsiderable  sums  accrued  from  premiums 
upon  loans.  Land  sales  no  longer  figure  among  the 
sinking  fund  receipts,  but  prior  to  1897,  $210,000  coming 
from  grants  of  privileges  in  tidewater  lands  were  thus 
appropriated.^^  By  these  resources  and  the  accumulated 
interest  of  the  funds,  which,  for  instance,  in  1905 
amounted  to  $347,956,  the  burdens  of  taxpayers  have 
been  materially  lightened.  It  is  evident  also  that  the 
commonwealth  has  adhered  firmly  to  her  traditional 
policy  of  applying  to  debt  reduction  or  the  creation  of 
permanent  funds,  as  the  school  fund,^*^  income  received 
from  casual  and  exceptional  sources. 


correct.  From  1901  onward  they  are  taken  from  the  auditor's  report 
for  1905,  p.  12.  From  his  figures,  $100,000  paid  annually  to  the 
Massachusetts  school  fund  must  be  deducted. 

^  Treasurer's  report,  1901,  p.  26. 

^  Idem,  1905,  p.  22. 

^"^  Report  of  Harbor  and  Land  Commission,  1897.  Since  1897  this 
income  has  gone  into  the  harbor  compensation  fund.  Of  the  total 
receipts  up  to  1897  ($408,000)  not  less  than  $197,990  were  received 
prior  to  1888,  as  stated  on  an  earlier  page. 

^  Thus,  in  1891,  when  the  sinking  fund  did  not  need  enlargement, 
$696,000  received  from  the  United  States  in  refund  of  the  direct  tax 
of  1861  was  carried  to  the  school  fund. 


io6  American  Economic  Association  [374 

The  management  of  the  sinking  fvmds  has  for  a  gener- 
ation or  more  imposed  upon  the  treasurer  responsibiHty 
for  the  investment  of  ten  or  twenty  milHons  of  dollars, 
and  the  large  increase  of  the  direct  and  contingent  debt  in 
recent  years  will  add  materially  to  the  future  work  of  the 
office.     Thus  far  this  trust  has  been  administered  with 
ability  and  fidelity,  so  that  in  Massachusetts  the  sinking 
fund  system  has  not  led  to  the  abuses  that  have  sometimes 
attended  it  elsewhere.     In  1903  the  treasurer  asked  for 
authority^'^  to  negotiate  future  loans  in  the  form  of  serial 
bonds  redeemable,  in  stated  annual  installments,  out  of 
the  ordinary  revenue.     Since  then  two  small  issues  of 
serial  bonds,  aggregating  $550,000,  have  been  issued,  but 
by  far  the  larger  part  of  recent  loans  has  retained  the  old 
form.     In   1903  the  treasurer  argued  that  serial  bonds 
would  show  better  results  than  bonds  maturing  at  distant 
periods   and   redeemable  out  of  sinking   funds,   but   all 
known  rules  of  investment  practice  point  to  the  opposite 
conclusion. ^^     The   advantage   of   the    serial   bond   lies 
rather  in  the  fact  that  it  saves  the  trouble  and  risk  of 
handling  sinking  funds.     How  much  more  interest  the 
state  would  have  to  pay  if  it  attempted  to  market  large 
quantities  of  this  class  of  securities,  cannot  be  precisely 
determined;  and  opinions  differ  concerning  the  advisa- 
bility of  departing  from  the  previous  practice  of  the  com- 
monwealth.   It  is  clear  that  in  the  seventies,  when  securi- 
ties of  the  right  sort  could  be  bought  upon  a  six-per-cent 
investment  basis,  the  management  of  sinking  funds  was 
an  easier  matter  than  it  is  to-day;  yet  the  commonwealth 
now  lends  considerable  sums  to  towns  and  cities,  and 


^  Report  for  1902,  pp.3 1-34. 

^  The  serial  bonds  already  issued  have  been  sold  in  small  amounts 
with  other  bonds.  It  is  reported  that  the  bankers  are  experiencing 
some  difficulty  in  disposing  of  the  last  issue. 
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jfinds  no  difficulty  in  securing  something  more  than  a 
three-per-cent  return. ^^ 

The  very  considerable  increase  of  the  direct  debt  since 
1889  has  been  accompanied  by  the  rise  of  a  still  larger 
contingent  debt  which  has  been  the  subject  of  much  dis- 
cussion. In  1888,  for  the  better  accommodation  of  the 
militia,  the  state  lent  its  credit  to  cities  by  authorizing 
what  is  known  as  the  armory  loan.'*^  Bonds  were  issued 
as  fast  as  the  municipalities  desired,  and  the  aggregate 
loans  contracted  for  this  purpose  reached  the  sum  of 
$2,100,000  at  the  opening  of  1906.  The  payment  of  in- 
terest and  creation  of  an  adequate  sinking  fund  are  pro- 
vided for  by  an  annual  assessment  upon  the  towns  in 
question,  and  the  only  liability  assumed  by  the  common- 
wealth is  contingent  upon  the  failure  of  the  municipali- 
ties to  meet  their  obligations.  Unlike  the  bonds  issued 
in  aid  of  railroad  construction  in  the  forties  and  sixties, 
these  new  loans  involve  a  contingent  obligation  which, 
from  the  nature  of  the  relation  between  the  common- 
wealth and  municipal  corporations,  is  too  remote  to  be 
worthy  of  serious  consideration. 

A  second  and  far  larger  class  of  contingent  obligations 
was  incurred  for  the  benefit  of  the  so-called  metropolitan 
district. '^^  Within  a  radius  of  a  dozen  miles  of  the  State 
House  were  forty-one  cities  and  towns,  with  an  aggregate 
population  in  1905  of  1,275,364,  which  were  developing 
into  an  area  of  practically  continuous  settlement.  It  had 
become  evident  that  a  permanent  water  supply  and  satis- 


^^  Up  to  1880  the  sinking  funds  were  computed  upon  a  six-per-cent. 
basis.  Auditor's  report,  1880,  p.  12.  By  1883  a  four-per-cent.  basis 
was  adopted  for  future  computations.  Idem,  1882  and  1883.  The 
present  basis  is  three  per  cent. 

"  Ch.  384  of  1888. 

*^  Upon  the  metropoHtan  debts  see  a  pamphlet  issued  by  the  treas- 
urer's office  in  1905  and  1906 ;  also  A.  D.  Chandler,  The  Metropolitan 
Debts  of  Boston  and  Vicinity. 
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factory  sewerage  facilities  could  be  had  in  this  district 
only  by  the  adoption  of  a  single  comprehensive  system 
of  public  works;  and  that  further  uncoordinated  efforts 
by  the  different  municipalities  could  afford  nothing  but 
temporary  relief,  at  an  ultimate  waste  of  money  in  mis- 
directed expenditure.  Therefore,  in  1889,  the  Board  of 
Metropolitan  Sewerage  Commissioners  was  established,'*- 
and  authorized  to  construct  and  maintain  a  system  of 
sewage  disposal,  borrowing  the  money  needed  for  this 
purpose.  In  1895  another  board,  later  consolidated  with 
the  sewerage  commission,  was  created  and  empowered  to 
construct  and  maintain  metropolitan  water  works. ^^ 
Meanwhile  plans  had  been  adopted  for  a  magnificent  sys- 
tem of  parks  in  the  metropolitan  district,  and  another 
commission  had  been  appointed  to  carry  out  this  enter- 
prise.'** With  their  scope  broadened  by  subsequent  en- 
actments, these  projects  have  resulted  in  a  series  of  public 
improvements  unexampled  in  the  history  of  the  state,  and 
unique  in  the  experience  of  American  commonwealths. 
By  January  i,  1906,  the  metropolitan  sewer  debt  stood 
at  $13,797,900;  the  water  debt,  at  $39,150,000;  and  the 
park  debt,  at  $11,582,500.*^  With  the  armory  debt  in- 
cluded, the  aggregate  contingent  debt  of  Massachusetts 
at  that  date  was  $66,630,400.*^ 

The  growth  of  the  contingent  debt  is  shown  in  the 
following  table  which  states  the  total  liabilities,  sinking 
funds,  and  net  indebtedness  for  selected  years  :f " 


^  Ch.  439  of  1889. 

""  Chs.  488  of  1895  and  168  of  1901. 

**  Chs.  342  of  1892,  407  of  1893,  and  288  of  1894. 

^  With  the  park  debt  I  include  the  loan  for  the  improvement  of 
the  Charles  River  Basin.    Ch.  465  of  1903. 

**  Auditor's  report,  1905,  p.  7. 

"  These  figures  are  like  those  in  the  treasurer's  report  for  1905, 
p.  22,  except  that  the  Fitchburg  securities  loan,  with  a  principal  of 
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(In  thousands  of  dollars.) 

Contingent  Sinking 

Jan.  I.                               debt.  funds.  Net  debt. 

1890 830.0  99.5  730.5 

1895 8,040.0  324.4  7,715-6 

1900 37,525-0  2,512.2  35,012.8 

1906 66,630.4  7,328.6  59,301.8 

Inasmuch  as  these  loans  were  contracted  for  works  of 
lasting  utility  they  run  for  periods  of  forty  years,  none 
of  them  maturing  before  1934.  Accordingly  the  sinking 
funds  have  accumulated  at  a  very  moderate  rate,  but  are 
believed  to  be  ample  for  all  purposes. 

Such  making  of  debts  had  never  been  known  in  the 
history  of  the  state.  Accompanying,  as  it  did,  a  fairly 
rapid  increase  of  the  direct  debt,  it  gave  rise  to  fear  that 
the  credit  of  Massachusetts  would  be  impaired  and  an 
intolerable  burden  would  be  placed  upon  her  people.'*^ 
Undoubtedly  there  was,  at  times,  a  tendency  to  proceed 
too  rapidly  with  the  new  undertakings ;  and  Governor 
Crane  did  well  in  1900  to  advise,  and  enforce,  a  slacken- 
ing of  the  pace.^^  In  1905  Governor  Douglas  sent  the 
legislature  a  special  message  upon  the  subject  of  the 
state's  finances,  calling  attention  to  what  he  considered 
an  "alarming  increase  in  the  state  debt"  as  well  as  to  the 
rapid  growth  of  ordinary  expenditures.^*^  And  inasmuch 
as  the  aggregate  debt  of  Massachusetts,  direct  and  con- 


$5,000,000  and  sinking  fund  of  like  amount,  is  excluded.  In  the 
treasurer's  table  this  loan  appears  from  1893  to  1901. 

**  From  1880  to  1890  state  debts  throughout  the  country  decreased 
from  $274,745,000  to  $211,924,000.  From  1890  to  1902  they  increased 
by  only  $22,390,000.  During  these  twelve  years  most  of  the  states 
decreased  their  net  indebtedness,  Massachusetts  and  a  few  others 
proving  an  exception  to  the  rule.  Of  late  other  states  have  seemed 
inclined  to  follow  the  lead  of  Massachusetts. 

*^  Message  of  Jan.  1900. 

"^  This  message  called  out  a  reply  from  the  auditor.  Sen.  Doc.  346 
of  1905. 
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tingent,  has  advanced  from  $28,851,000  upon  January  i, 
1889,  to  $93,200,000  upon  January  i,  1906,^^  while  the 
net  debt  has  risen  from  $6,504,000  to  $73,516,000,  it 
may  seem,  at  first  glance,  that  there  is  reason  for  alarm. 
But  careful  study  will  show  that,  with  one  possible 
exception,  every  loan  contracted  since  1889  was  fully 
justified,  and  that,  upon  the  whole,  no  equal  amount  of 
public  money  was  ever  expended  to  better  advantage  in 
this  or  any  other  state.  Considering  first  the  contingent 
debt,  which  is  the  larger,  it  must  be  admitted  by  all  that 
the  money  expended  for  water  and  sewerage  purposes 
would  have  had  to  be  expended  at  some  time  by  the  sev- 
eral towns  and  cities  in  the  metropolitan  district ;  and  that 
greater  efficiency  and  economy  have  been  secured  by 
having  the  work  undertaken  upon  a  comprehensive  scale, 
and  with  due  regard  to  the  needs  of  the  future.  It  should 
be  remembered,  too,  that  the  metropolitan  board  took 
over  the  sources  of  water  supply  of  the  city  of  Boston. 
paying  $12,500,000  therefor;  so  that  the  new  debt  ac- 
tually created  is  less,  by  that  amount,  than  the  statistics 
indicate.  The  large  expenditure  upon  parks  would  have 
been  unnecessary  or  unjustifiable  in  a  less  populous  or 
w^ealthy  state,  but  in  Massachusetts  it  has  been  a  work  of 
genuine  statesmanship,  resulting  in  untold  benefits  to  this 
and  to  future  generations.  Undoubtedly  the  metropoli- 
tan debts,  which  represent  a  per  capita  liability  of  over 


"  From  this  figure  I  omit  the  Fitchburg  Railroad  securities  loan.  In 
1893  one  of  the  sinking  funds  from  which  large  payments  were  about 
to  be  made  contained  $5,000,000  of  Fitchburg  bonds  then  bearing  3J 
per  cent,  interest  which  was  soon  to  increase  to  4  per  cent.  If  the 
bonds  had  been  sold  at  that  time  they  would  have  commanded  a 
lower  price  than  would  be  obtainable  later.  Therefore  $5,000,000  was 
borrowed,  and  the  bonds  were  placed  in  a  sinking  fund  to  discharge 
the  new  loan.  The  debt,  therefore,  is  purely  nominal.  See  treasurer's 
report,  1893,  pp.  12-16;  ch.  408  of  1893.  The  debt  of  Massachusetts 
is  nominally  $98,200,000. 
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fifty  dollars  for  the  population  of  the  district,  involve 
heavy  annual  charges  for  interest  and  sinking  fund  re- 
quirements. For  1906  the  assessments  upon  the  towns 
and  cities  amounted  to  $3,975,000,  of  which  Boston  paid 
about  two  thirds;  but  if  the  inhabitants  of  the  district 
secure  an  equal  return  from  the  rest  of  their  annual  out- 
lay no  embarrassment  will  ever  arise. 

And  with  the  direct  debt  the  general  verdict  must  be 
the  same,  with  a  possible  qualification  in  the  case  of  the 
prisons  and  hospitals  loan  authorized  in  1901.  The  en- 
largement of  the  State  House  was  a  needed  improvement 
which  was  honestly  carried  through;  the  abolition  of 
grade  crossings  was  an  absolute  necessity  in  any  state  as 
thickly  populated  as  Massachusetts ;  the  building  of  state 
highways  was  an  enlightened  effort  to  improve  conditions 
disgraceful  to  a  civilized  community ;  and  no  criticism  has 
ever  been  raised  against  the  harbor  improvement  or  the 
Spanish  War  loans.  The  debt  contracted  for  enlarging 
prisons  and  hospitals  in  1901,  and  subsequently,  was 
singled  out  by  Governor  Douglas  for  special  criticism  in 
his  message  of  1905,  and  as  earnestly  defended  by  the 
auditor  in  his  reply  to  the  governor's  strictures.  Mr. 
Douglas  charged  that,  under  this  loan,  thirty-year  bonds 
were  issued  for  such  purposes  as  painting  buildings,  con- 
creting walks,  and  installing  electric-lighting  apparatus. 
But  the  auditor's  statement  makes  it  clear  that  the  money 
was  used  in  providing  additional  accommodations  for 
some  3,000  patients  in  various  asylums  and  hospitals. ^^ 
In  1 90 1  when  the  demand  for  additional  accommodations 
was  foreseen,  it  was  found  that  the  most  economical  plan 
would  be  to  enlarge  existing  institutions  rather  than  to 
construct  new  ones ;  and  there  can  be  no  question  but  that 

"^  The  whole  amount  of  the  expenditures  mentioned  by  the  gov- 
ernor was  but  $87,500. 
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it  was  as  legitimate  to  borrow  money  for  the  first  purpose 
as  for  the  second.  It  may  be  fairly  questioned,  however, 
whether  the  state  would  not  have  done  better  to  provide 
the  money  from  the  ordinary  revenue.  Massachusetts  is 
now  committed  to  the  maintenance  of  so  many  hospitals, 
asylums,  and  schools  that  we  can  foresee  an  annual  de- 
mand^^  for  some  three  or  four-hundred  thousand  dollars 
for  constructing  new  buildings  or  enlarging  old  ones. 
Under  such  conditions  borrowing  affords  taxpayers  but 
temporary  relief,  and  is  attended  with  some  danger,  as 
the  experience  of  American  cities  shows. 

Although  the  creation  of  the  metropolitan  and  the  new 
direct  debts  has  been  justified  by  its  results,  the  liabilities 
of  the  commonwealth  are  now  large  enough  to  make  a 
conservative  policy  advisable  for  the  next  decade  or  two. 
Since  1890  the  aggregate  liabilities  resting  upon  the  tax- 
payers of  Massachusetts  have  increased  at  a  very  rapid 
rate,  as  may  be  seen  from  the  following  statistics  of  the 
net  state  and  municipal  indebtedness  :^^ 

(In  millions  of  dollars.) 
Net  state  Net  metropol-  Net  muni- 
debt,  itan  debt,  etc.  pal  debt.  Total. 

1880 20.8  ....  68.5  89.3 

1890 6.5  0.7  70.7  77.9 

1900 16.7  35.0  131.0  182.7 

1905 14-2  59-3  147-5  221.0 


°^  From  1883  to  1889  expenditures  out  of  the  ordinary  revenue  for 
such  purposes  ranged  from  $176,300  to  $337,600;  from  1890  to  1899 
they  ranged  from  $409,400  to  $782,300.  Since  1901  they  have  declined 
because  the  state  has  been  borrowing. 

"  County  debts  are  comparatively  small,  and  may  be  omitted  from 
the  table.  The  federal  census  gives  the  following  statistics  of  net 
county  indebtedness : 

1880  =  $1,371,200 

1890=   4,051,800 

1902  =    2,860,900 
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Translated  into  per  capita  figures,  this  means  that  since 
1890  the  net  indebtedness  has  advanced  from  $34.80  to 
$73.50  for  every  person  living  in  the  commonwealth;  if 
this  process  should  continue  for  another  fifteen  years,  the 
pressure  of  taxation  would  probably  be  increased  to  a 
highly  undesirable  extent. 

Up  to  the  present  time  the  growth  of  the  direct  and 
metropolitan  debts  has  not  seemed  to  affect  the  credit  of 
the  state.  The  rate  of  interest  upon  new  loans  steadily 
declined  for  a  number  of  years  until  in  1900  three-per- 
cent, bonds  commanded  a  premium  of  from  two  to  four 
per  cent.  Since  then  the  rate  has  slightly  increased,  but 
not  more  than  the  condition'  of  the  general  bond  market 
seems  to  account  for.  In  1905  bonds  bearing  three  and 
one-quarter  per  cent,  interest  sold  at  par,  and  a  three-and- 
one-half-per-cent.  issue  was  sold  at  from  102  to  106;  in 
1906  an  average  price  of  103.09  was  realized  for  three- 
and-one-half-per-cent.  bonds.  The  issues  of  the  latter 
year,  however,  had  the  benefit  of  a  recent  law^^  exempting 
from  taxation  state  bonds  issued  or  to  be  issued  after 
January  i,  1906.  If  cities  and  business  corporations 
generally  had  not  had  similar  experiences  in  placing  their 
bonds,  we  might  conclude  that  Massachusetts  had  run  so 
far  in  debt  as  slightly  to  injure  her  credit.  But  as  matters 
stand,  it  is  not  fair  to  draw  any  such  inference;  and  it 
cannot  be  shown  that  the  financial  policy  of  recent  years 
has  impaired  the  credit  of  the  commonwealth. 

From  questions  of  debt  and  expenditure  we  now  turn 
to  problems  of  ways  and  means.  The  corporation  taxes, 
as  they  stood  in  1880,  were  under  criticism  at  various 
points,  and  in  1881  the  rates  were  in  two  instances  mate- 
rially reduced. 

The  new  tax  upon  life  insurance  companies  had  met  with 

"  Ch.  493  of  1906. 

25 
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violent  opposition,  and  a  demand  had  arisen  for  its  repeal. 
Even  the  tax  commissioner,  who  warmly  defended  the 
principle  of  the  tax,  conceded  that  the  rate  was  excessive, 
and  advised  that  it  be  reduced  from  one  half  to  one 
fourth  of  one  per  cent,  of  the  net  valuation  of  policies. ^"^ 
This  advice  was  speedily  adopted,^'^  and  the  agitation  for 
the  repeal  of  the  tax  gradually  subsided.  Upon  the  rev- 
enue of  the  state  the  immediate  effect  of  this  action  was 
not  of  great  importances^  since  the  business  of  life  in- 
surance had  not  then  assumed  the  proportions  it  subse- 
quently attained.  On  the  valuation  of  the  policies  sub- 
ject to  the  tax  in  1905,  the  original  rate  established  in 
1880  would  mean  an  additional  income  of  about  $300,000. 
Far  more  important  were  the  consequences  of  the 
reduction  of  the  rate  levied  on  savings-bank  deposits. 
Early  in  the  seventies  the  rate  of  three  fourths  of  one 
per  cent,  established  in  1868  had  seemed  to  many  per- 
sons unfairly  low;  but  by  1881  the  legislature  came  to 
the  conclusion  that  the  tax  should  be  reduced  to  one  half 
of  one  per  cent.''^  the  figure  subsequently  maintained.    A 

°*  Report  for  18S0,  p.  15. 
"'  Ch.  219  of  1881. 

"^During  the  year  that  the  rate  of  one-half  of  one  per  cent,  was  in 
force  the  total  assessment  was  $194,900;  during  the  next  five  years, 
under  the  lower  rate,  the  assessments  varied  from  $97,100  to  $99,200. 
From  1879  to  1883  the  receipts  from  insurance  companies  were : 
(In  thousands  of  dollars.) 

Life  Fire  and  marine 

Year.  insurance  cos.    insurance  cos.  Total. 

1879 II3-7  II3-7 

1880 92.6  129.5  222.1 

1881 195.3  133.3  328.6 

1882 98.9  140.3  239.2 

1883 100.3  151-0  251.3 

The  figures  represent  the  receipts  at  the  treasury,  not  the  taxes 

assessed.    Thus  one-half  of  the  taxes  assessed  upon  life  companies 
in  1880  was  not  paid  until  1881. 
°'  Ch.  305  of  1881. 
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further  concession  was  granted  in  the  same  year  when  a 
change  was  made  in  the  taxation  of  mortgaged  real 
estate.  Prior  to  that  time  mortgages  had  been  taxable, 
as  personal  property,  in  the  hands  of  the  holder,  or  at 
least  nominally  taxable;  but  a  law  enacted  in  1881^"  pro- 
vided that  thereafter  a  mortgage  upon  taxable  real  estate 
should  be  exempt  from  taxation  as  personalty.*^^  Not 
illogically  the  savings  banks  claimed  and  secured  exemp- 
tion for  so  much  of  their  deposits  as  was  invested  in 
loans  secured  by  mortgages  of  taxable  real  estate,  an 
exemption  of  very  great  importance  since  a  large  part  of 
their  investments  were  of  this  character.  In  1881  the 
tax  of  three  fourths  of  one  per  cent,  upon  savings-bank 
deposits  yielded  $1,704,800.^^  The  reduction  of  the  rate 
to  one  half  of  one  per  cent.,  even  if  the  amount  of  de- 
posits had  remained  stationary,  would  not  have  reduced 
the  receipts  by  more  than  $568,000;  as  a  matter  of  fact, 
by  1882  they  had  fallen  off  $91 1,100,  although  the  volume 
of  deposits  had  steadily  increased.  Apparently  the  re- 
duction of  the  tax  and  the  exemption  of  deposits  invested 
in  mortgages  caused  an  immediate  loss  of  revenue  of 
nearlv  one  million  dollars, ^^  and  forced  an  increase  of 


"» Ch.  304  of  1881. 

"^  Mortgaged  realty  is  taxed  without  deduction  for  the  mortgage, 
and  the  mortgagor  and  mortgagee  arrange  between  themselves  for 
the  payment  of  the  tax  on  that  part  of  the  property  represented  by 
the  mortgage.  Practically  the  mortgagor  is  compelled  to  pay  the 
whole  tax. 

'^In  1875  the  yield  had  been  $1,802,900,  but  thereafter  deductions 
granted  savings  banks  for  taxes  paid  on  national  bank  shares  reduced 
the  revenue.    In  1880  the  yield  was  $1,616,400. 

°'  The  yield  of  the  savings-bank  tax  in  significant  years  was  as 
follows : 

(In  thousands  of  dollars.) 

1862 228.7  1882 793.7 

1870 1,005.6  1885 858.1 

1881 1,704.8  1890 1,064.8 
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the  state  tax.°"*  Partial  compensation  was  found  in  a 
material  decrease  of  the  allowance  made  to  savings  banks 
for  the  tax  levied  upon  national  bank  shares  owned  by 
them,*^^  but  more  than  twenty  years  were  to  elapse  before 
the  growth  of  deposits  gradually  restored  the  yield  of 
the  savings-bank  tax  to  the  level  reached  in  1881.  Dur- 
ing this  period  no  further  experiments  were  attempted. 

Prior  to  1898  no  material  changes  occurred  in  the  gen- 
eral corporation  tax  other  than  amendments  designed  to 
insure  effective  taxation  of  telegraph  and  telephone  com- 
panies,'^*' but  in  that  year  a  radical  departure  was  made 
in  the  treatment  of  street  railways.  For  several  years 
there  had  been  discussion  of  this  subject,  because  such 
corporations,  owning  less  real  estate  than  steam  rail- 
roads and  generally  less  machinery  than  gas  com- 
panies,^" paid  a  small  amount  of  local  taxes  upon  real 
estate  and  machinery  and  had  a  larger  "corporate  ex- 
cess" to  be  taxed  by  the  state.^^     On  the  ground  that  the 


'^  Cf.  message  of  governor,  Jan.  1882. 

^  Under  the  law  of  1873  (ch.  315,  sec.  12),  savings  banks  were 
allowed  to  deduct  from  the  savings-bank  tax  the  entire  tax  paid  by 
them  on  national  bank  shares  which  they  owned.  The  law  of  1881 
(ch.  305,  sec.  2)  limited  the  amount  of  the  deduction  to  a  sum  not 
larger  than  the  savings-bank  tax  assessed  on  that  portion  of  the 
deposits  invested  in  bank  shares.  Since  the  bank  tax  was  at  the  rate 
of  fifteen  or  sixteen  dollars  in  the  thousand,  and  the  savings-bank 
tax  at  the  rate  of  five  dollars,  the  law  of  1881  reduced  the  deduction 
materially.  Prior  to  the  change  the  banks  received  a  deduction  of 
$395,542  on  their  holdings  of  bank  shares;  in  1882  they  received  a 
deduction  of  $126,551. 

''Chs.  117  of  1880,  sec.  2;  238  of  1885;  and  270  of  1886.  For  an 
account  of  the  general  corporation  tax  as  it  stood  in  1897  see  the 
Report  of  the  Commission  to  Inquire  into  the  laws  of  the  Common- 
wealth Relating  to  Taxation  (1897). 

"  Almost  the  entire  plant  of  gas  and  electric-lighting  companies 
was  taxable  as  real  estate  or  machinery.  Cf.  Sen.  Doc.  9  of  1894, 
p.  28. 

"See  House  Doc.  976  of  1893;  Sen.  Doc.  9  of  1894;  and  House 
Doc.  475  of  1898,  pp.  262-268. 
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traffic  of  street  railways  is  of  purely  local  character,  a 
law*^^  was  finally  enacted  by  which  the  entire  franchise 
tax  upon  such  companies  is  now  distributed  among  the 
towns  and  cities  in  which  the  tracks  are  situated. '^^  By 
this  measure  the  state  lost  the  revenue  formerly  accruing 
to  it  from  shares  owned  by  non-resident  stockholders  in 
street  railways.  The  results  of  the  law  of  1898  are 
clearly  perceptible  in  the  assessments  for  that  year,  since 
the  total  taxes  upon  all  corporations  included  in  the  gen- 
eral list  advanced  from  $3,787,600  to  $4,184,200,  while 
the  share  accruing  to  the  state  decreased  from  $1,092,300 
to  $1,051,300.  But  thereafter  growing  business  pros- 
perity led  to  an  unprecedented  advance  in  the  valuation 
of  corporate  franchises,  with  the  result  that  the  revenue 
falling  to  the  commonwealth  materially  increased. 

Five  years  later" ^  further  changes  were  effected.  Com- 
plaints that  the  existing  franchise  tax  upon  manufactur- 
ing and  mercantile  corporations  was  "driving  capital  out 
of  the  state",  or  at  least  preventing  capitalists  from  incor- 
porating under  the  laws  of  Massachusetts,  were  consid- 
ered by  a  commission  appointed  to  investigate  the  general 
corporation  laws.'^-  The  outcome  was  the  enactment  of 
the  so-called  business  corporation  law  of  1903,''^  applica- 
ble  to  manufacturing   and   mercantile   companies   only, 

''  Ch.  578  of  1898,  sec.  4. 

™The  state  now  receives  (chs.  413  of  1900  and  413  of  1901)  taxes 
paid  by  street  railways  in  respect  of  tracks  located  in  metropolitan 
parks  and  state  reservations.    The  amount  is  insignificant. 

"  Meanwhile  in  1902  a  light  tax  on  the  interest  which  any  domestic 
corporation  might  have  in  vessels  engaged  in  the  foreign  carrying 
trade  was  substituted  for  the  existing  tax  on  the  income  of  such 
vessels.     Ch.  374  of  1904.    In  1906  this  yielded  but  $4,230. 

"See  Report  of  the  Committee  on  Corporation  Laws,  created  by 
ch.  335  of  1902. 

'^  Ch.  437  of  1903.  Cf.  Grosvenor  Calkins,  in  Quarterly  Journal  of 
Economics,  XVIII,  269-279. 


ii8  American  Economic  Association  [386 

which  changed  in  three  important  particulars  the  rules 
prescribed  for  assessing  or  taxing  corporate  franchises. 

In  the  first  place,  it  was  provided  that  in  determining 
the  taxable  "corporate  excess"  deduction  should  be  made 
not  only  for  real  estate  and  machinery  within  or  without 
the  commonwealth/^  but  for  all  property  located  in  other 
states  and  subject  to  taxation  therein.  Thus  merchan- 
dize and  other  tangible  assets  employed  outside  of  Massa- 
chusetts are  no  longer  liable  to  be  doubly  taxed.  A  sec- 
ond new  deduction  was  authorized  in  the  case  of  securi- 
ties which,  if  owned  by  natural  persons  resident  in  the 
commonwealth,  would  not  be  subject  to  taxation.  Prior 
to  this  time  it  had  been  impossible  to  organize  under  the 
laws  of  Massachusetts  a  holding  company  to  acquire  and 
hold  the  shares  of  Massachusetts  corporations,  without 
paying  the  full  corporation  tax  upon  securities  already 
fully  taxed;  an  injustice  that  invited  such  correction  as 
was  here  made.  And  finally,  the  new  law  placed  a  maxi- 
mum limit  upon  the  tax  thereafter  assessed  upon  the 
franchises  of  manufacturing  or  commercial  companies, 
by  limiting  it  to  a  sum  not  exceeding  a  tax  levied  upon 
a  valuation, — after  deducting  real  estate,  machinery,  and 
non-taxable  securities, — equal  to  one  hundred  and  twenty 
per  cent,  of  the  value  of  the  tangible  assets  and  taxable 
securities  owned  by  any  corporation.'^^  This  confused 
and  clumsy  amendment,  which  needed  to  be  elucidated  by 
the  attorney  general  before  the  tax  commissioner  could 
apply  it,'''®  was  intended  to  limit  the  tax  imposed  upon 
companies  having  a  very  large  proportion  of  intangible 

"  As  had  been  the  practice  ever  since  1865. 

'^  The  law  stipulates,  however,  that  the  total  taxes,  including  local 
taxes  upon  real  estate  and  machinery,  paid  by  a  corporation,  shall  not 
be  less  than  one-tenth  of  one  per  cent,  of  the  market  value  of  its 
capital  stock. 

'°  See  report  of  tax  commissioner  for  1905,  pp.  21-27. 
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assets,  such  as  patent  rights  or  good  will.  It  has  proved 
exceedingly  unjust  in  its  practical  operation  and  should  be 
changed  at  the  earliest  opportunity. 

The  immediate  effect  of  the  new  deductions  and  the 
maximum  tax  limit  established  for  mercantile  and  manu- 
facturing concerns  was  to  reduce  materially  the  revenue 
derived  from  the  franchise  tax."^"^  With  other  contribut- 
ing causes/^  the  aggregate  assessments  upon  all  corpora- 
tions on  the  general  list  were  $583,540  smaller  in  1904 
than  they  had  been  under  the  old  law;  the  share  of  the 
commonwealth  being  reduced  by  $117,000,  and  the  bal- 
ance of  the  loss  falling  upon  the  towns  and  cities.  But 
the  following  year  the  assessments  advanced  to  the  high- 
est figures  ever  known,  slightly  exceeding  those  for  1903. 

Corporations  upon  the  general  list,  subject,  that  is,  to 
the  franchise  tax,  are  now  divided  into  three  distinct 
classes  which  at  various  points  are  treated  by  diverse 
methods.  For  1905  the  statistics  of  the  three  classes  were 
as  follows : 

Tax  on  public  service  corporations  other  than 

street  railways $3,083,847 

Street  railways   980,954 

Other  corporations 1,791,686 

Total  $5,856,487 

The  total  assessments  upon  corporations  in  the  general 
list  for  significant  years  since  1880  stand  as  follows: 

"  The  deductions  for  property  outside  the  state  and  for  securities 
locally  taxed  reduced  the  assessment  by  $252,000.  The  maximum 
tax  limit  caused  a  loss  of  something  less  than  $208,000,  but  the 
precise  amount  cannot  be  ascertained. 

"The  subject  is  fully  discussed  in  the  report  of  the  tax  commis- 
sioner for  1904,  pp.  21-24. 
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(In  thousands  of  dollars.) 

Total  Distributed  to  Accruing  to 

Year.                       tax.  towns  and  cities.  the  state. 

1880 1,626.6  1,204.5  422.1 

1890 3,157-9  2,360.7  797.2 

1900 5,108.1  3,761.8  1,346.3 

1905 5,856.5  4,470.1  1,386.4 

The  figures  for  the  intermediate  dates  would  show  a 
steady  increase  from  year  to  year — moderate  from  1880 
to  1885,  then  at  an  accelerating  pace  until  1893,  but 
slightly  retarded  by  the  great  panic,  and  finally,  since 
1897,  surpassing  all  records.  The  conversion  of  partner- 
ships into  joint-stock  companies  explains  part  of  the  in- 
crease in  the  class  of  mercantile  and  manufacturing  cor- 
porations; the  growth  of  electric  traction  and  lighting 
enterprises,  the  rise  of  the  telephone  industry,  the  devel- 
opment of  trust  companies,  the  steady  enhancement  of  the 
value  of  railroad  franchises,  account  for  still  more;  and 
finally  the  great  prosperity  of  the  commonwealth  since 
1897  has  contributed  not  a  little  to  the  results  of  recent 
years. '^^ 

Besides  changing  the  franchise  tax  on  manufacturing 
and  mercantile  companies,  the  law  of  1903  introduced  a 

"  From  the  auditor's  reports  for  1871  and  1905,  I  am  able  to 
construct  the  following  table  showing  the  tax  assessed  on  various 
classes  of  corporations : 

(In  thousands  of  dollars.) 

1871.  1905- 

Railroads  747.9  1708.8 

Street  railways   47.2  979-0 

Telegraph  and  telephone  companies.,.       5.0  486.5 

Electric  light  companies 276.9 

Gas  companies 19.7  44.8 

Trust  companies  4.0  478.2 

Steamboat  companies   2.4  80.3 

Manufacturing    and     mercantile     cor- 
porations     454-5  16S6.4 

Stock  insurance  companies  show  a  decrease  from  $176,500  to  $65,100. 
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new  corporation  tax — an  excise  duty  upon  foreign  cor- 
porations carrying  on  business  within  the  common- 
wealth.^'' Fixed  at  the  very  low  rate  of  one  one-hun- 
dredth of  one  per  cent,  of  the  par  value  of  the  authorized 
capital  stock,  the  new  duty  as  yet  brings  in  but  small 
revenue — $48,129  in  1905.  It  represents,  however,  the 
important  principle,  that  the  state  can  tax  a  foreign  com- 
pany permitted  to  transact  business  within  its  borders ; 
and  may  yet  develop  into  something  equivalent  to  the 
fi;anchise  tax  upon  domestic  companies.  For  such  an 
excise  the  corporation  taxes  of  New  York  and  Pennsyl- 
vania furnish  a  precedent. 

The  aggregate  state  revenue  from  corporation  taxes 
was  materially  reduced  after  1880  on  account  of  the  con- 
cessions granted  to  savings  banks,  and  even  in  1890  it 
was  but  slightly  larger  than  it  had  been  ten  years  before. 
But  thereafter  the  income  from  these  sources  began  to 
show  a  steady  increase  which  in  recent  years  has  pro- 
ceeded at  an  accelerated  rate.  For  significant  years  the 
fisfures  are  as  follows  :^^ 


(In  thousands  of  dollars.) 

1880.  1890. 

General  corporation  tax 44i-i  957-0 

Savings-bank  tax  1,616.4  1,064.8 

Bank  tax 207.4  490-9 

Insurance  taxes 222.1  325.2 

Miscellaneous**^  13.4  31.5 

Total  2,500.4  2,869.4        3,478.1        4,337-4 


1900. 

1905- 

1,020.7 

1,347-6 

1,470-3 

1,809.7 

402.3 

366.4 

536.6 

7530 

48.2 

60.7 

*"  Ch.  437  of  1903,  sec.  75. 

"  Like  previous  tables  of  state  revenue,  this  shows  not  the  taxes 
due  in  any  year  but  the  actual  receipts. 

^^  Coal  and  mining  companies'  tax,  foreign  railroads'  tax,  and 
foreign  corporations'  excise.  Corporation  fees  and  charges,  for 
filing  incorporation  papers,   for  costs  of  inspection  and  regulation, 
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The  license  tax  upon  dealers  in  intoxicating  liquors 
remained  unchanged  until  1888,  and  the  revenue  derived 
by  the  state  gradually  increased  from  $156,000  in  1880 
to  $249,300  in  1887.  In  1888  a  high-license  law  was 
enacted,^^  by  which  the  number  of  licenses  to  be  granted 
in  any  town  or  city  was  restricted,  and  the  amount  of  the 
tax  materially  increased. ^^  Under  this  act  the  total  pay- 
ments for  licenses  advanced  immediately  from  $1,286,000 
to  $1,812,000,  the  revenue  of  the  state  being  benefited 
proportionately.^^  Since  1888  no  important  changes 
have  been  made  in  the  law,  but  the  yield  of  the  license 
tax  has  steadily  grown.  From  $249,300  in  1887,  the 
state's  share  advanced  to  $426,300  in  1890,  $805,200  in 
1900,  and  $840,500  in  1905.^^  In  the  latter  year  it 
formed  about  eight  per  cent,  of  the  tax  revenue  of  the 
commonwealth. 

As  early  as  1884  a  bill  providing  for  an  inheritance 

etc.,  are  not  included.  The  total  of  these  charges  in  different  years 
has  been  approximately  as  follows : 

(In  thousands  of  dollars.) 

i860 0.9  1890 116.9 

1870 52.3  1900 176.0 

1880 71.7  1905 234.7 

**  Chs.  340  and  341  of  1888. 

**  Cf.  Rowntree  and  Sherwell,  Taxation  of  the  Liquor  Traffic,  I. 
330  et  seq. 

^Up  to  1881  no  statistics  of  the  total  collections  were  compiled. 
Then  ch.  54  of  1881  directed  that  the  local  authorities  should  make 
annual  returns  to  the  secretary  of  state.  House  Doc.  52  of  1882 
presents  the  first  statistics ;  since  then  the  returns  have  been  published 
annually.  On  the  immediate  financial  results  of  the  law  of  1888,  see 
report  of  the  auditor  for  1889,  p.  5. 
™  In  these  years  the  total  collections  from  licenses  have  been : 
(In  thousands  of  dollars.) 

1881 611.2  1900 3,211.7 

1890 1,775-9  1905 3,405.6 

Of  the  $3,405,600  collected  in  1905,  not  less  than  $2,420,500  came 
from  first-class,  and  $853,100  from  second-class  licenses.  Other 
classes  yielded  $132,000. 
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tax  was  introduced  in  the  legislature,^^  and  discussion  of 
the  subject  continued  until  in  1899  an  association  of  Bos- 
ton business  men  indorsed  the  proposal. ^^  In  1890  and 
1 89 1  Governors  Brackett  and  Russell  recommended  an 
inheritance  tax  graduated  according  to  the  degree  of 
relationship,  and  in  the  latter  year  the  legislature  enacted 
a  law  imposing  a  duty  of  five  per  cent,  upon  collateral 
legacies  and  successions.^^  Some  difficulties  were  expe- 
rienced at  the  outset  in  securing  from  probate  courts 
proper  returns  of  taxable  estates  ;^°  and  the  constitution- 
ality of  the  law,  although  never  doubtful,  was  unsuccess- 
fully assailed,  payment  of  taxes  upon  many  estates  being 
withheld  to  await  the  result  of  the  litigation.  Prior  to 
1895,  therefore,  the  receipts  were  small,  but  since  then 
they  have  ranged  from  $400,000  to  $700,000.^^ 

At  various  times  it  has  been  proposed  to  graduate  the 
rates  and  extend  the  tax  to  direct  legacies  and  successions, 
but  the  state  senate  has  rejected  all  bills  introduced  for 
that  purpose.^^  Since  no  less  than  thirty  five  of  the  states 
and  territories  now  employ  the  inheritance  tax,  and  the 
tendency  of  recent  legislation  is  to  include  direct  inheri- 
tances and  introduce  progressive  rates,  the  opposition  in 
Massachusetts  to  an  extension  of  the  existing  law  has 


*' House  Doc.  364  of  1884.  It  will  be  recalled  that  from  1841  to 
1843  a  light  probate  duty  or  tax  had  been  in  existence. 

**  Cf.  West,  The  Inheritance  Tax,  89. 

*°Ch.  425  of  1891.  Estates  of  less  than  $10,000  are  exempted;  also 
distributive  shares  not  exceeding  $500  and  legacies  to  charitable, 
educational,  or  religious  institutions. 

^  See  reports  of  treasurer,  1891,  1892,  and  1893. 

*'In  1892  but  $13,854  was  received;  in  1895,  $419,400;  in  1905, 
$694,200.  Interest  on  delayed  payments  is  excluded  from  these 
figures.  Complete  data  may  be  found  in  Bulletin  41  of  the  Massa- 
chusetts Bureau  of  Statistics  of  Labor,  p.  158. 

*^  Sen.  Doc.  9  of  1894,  p.  25 ;  governor's  message,  March  21,  1905 ; 
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sometimes  occasioned  surprise.  Besides  the  natural  an- 
tagonism of  conservatives,  one  leading  reason  for  the 
opposition  is  reluctance  to  place  an  additional  resource  at 
the  disposal  of  the  legislature.  Many  persons  who  cheer- 
fully admit  that  taxation  of  direct  inheritances  is  "bound 
to  come",  desire,  in  the  interest  of  economy,  to  postpone 
that  event  as  long  as  possible;  or  argue  that  the  change 
should  not  be  made  unless  some  readjustment  of  revenue 
is  effected,  by  which  taxpayers  will  secure  an  offset  for 
the  new  burden  they  will  be  required  to  bear. 

That  there  is  some  force  in  these  arguments  cannot  be 
denied.  Since  1880  the  revenue  derived  from  the  auxil- 
iary taxes,  which  are  little  felt  by  the  majority  of  citizens, 
has  increased  with  considerable  rapidity,  as  the  following 
statistics  will  show: 

(In  thousands  of  dollars.) 

Corporation  License  Inheritance 

Year                   taxes.  tax.  tax.  Total. 

1880 2,500.4  156.0           2,656.4 

1890 2,869.4  426.3            3-2957 

1900 3,478.1  805.2  400.8  4,684.1 

1905 4-337-4  840.5  6942  5,872.1 

Here  is  an  increase  of  practically  121  per  cent,  in  the  total 
income  from  auxiliary  taxes,  during  a  period  in  which 
the  growth  of  population  has  been  but  68  per  cent.  Has 
this  growing  resource  lightened  the  weight  of  the  direct 
tax  upon  polls  and  estates  ? 

For  many  years,  undoubtedly,  it  tended  to  do  so ;  but 
of  late  the  ordinary  expenditure  has  risen  so  rapidly  as  to 
cause  a  marked  increase  of  the  state  tax.  Since  1880  the 
amount  of  the  annual  levy  has  been  as  follows : 


Huebner,    The   Inheritance   Tax    in   American   Commonwealths,    in 
Quarterly  Journal  of  Economics,  XVIII,  535. 
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(In  thousands  of  dollars.) 

1880 1,500  1893 2,500 

1881 1,500  1894 2,000 

1882 2,000  1895 1,500 

1883 1,500  1896 1,750 

1884 2,000  1897 1,750 

1885 1,500  1898 1,500 

1886 1,500  1899 1,500 

1887 2,250  1900 1,500 

1888 2,250  1901 1,750 

1889 2,000  1902 1,500 

1890 1.750  1903 2,500 

1891 1,500  1904 2,500 

1892 1,750  1905 4,000 

1906 3.500 

For  the  ten  years  from  1880  to  1889,  inclusive,  the  annual 
tax  averaged  $1,800,000;  from  1890  to  1899  the  average 
was  $1,750,000;  while  for  the  seven  years  ending  in  1906 
it  was  $2,464,000. 

The  increase  in  the  state  tax  for  1882  and  1884  was 
due  to  the  reduced  yield  of  the  savings-bank  tax.  In  1885 
and  1886  there  were  moderate  deficits,*^^  attributable 
partly  to  the  same  source,  which  forced  up  the  taxes  for 
1887  and  1888.  Thereafter  the  growth  of  revenue  from 
corporations  and  licenses  made  it  possible  to  reduce  the 
state  tax  until  in  1891  it  returned  to  the  figure  of 
$1,500,00.  Then  a  small  deficit  in  1891  followed  by  a 
larger  one  in  1892  increased  the  taxes  levied  for  the  next 
three  years.  In  1895,  however,  the  levy  was  reduced  to 
$1,500,000,  and  little  difficulty  was  experienced  in  keeping 
it  at  substantially  that  figure  until  1901 ;  to  the  credit  for 
which  the  increased  revenues  from  corporations  and  in- 
heritances are  entitled.  Since  1900,  although  the  auxiliary 
revenues  have  risen  as  never  before,  the  state  tax  has 
advanced  from  $1,500,000  to  $3,500,000  and  $4,000,000. 
Clearly  enough  the  legislature  has  exhibited  of  late  a 

"^  See  governor's  message,  Jan.,  1887. 
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voracious  appetite  for  all  the  revenue  at  its  command, 
and  the  result  of  opening  up  additional  sources  of  income 
is  not  hard  to  conjecture. 

The  objection  is  not  so  much  that  money  has  been 
misapplied  or  wasted  in  the  past — for,  as  we  have  seen, 
the  greater  part  of  the  expenditure  was  thoroughly  justi- 
fiable; it  is  that  an  overflowing  treasury  encourages  the 
legislature  to  proceed  too  rapidly  with  new  enterprises, 
and  greatly  increases  the  danger  of  extravagant  appro- 
priations. Judging  from  the  experience  of  other  states,®^ 
a  direct  inheritance  tax,  with  moderate  rates,  would  add 
immediately  no  less  than  a  million  or  one  and  one-half 
millions  to  the  income  of  the  commonwealth.  If  this,  or 
any  similar  resource,  is  to  be  brought  into  use,  it  should 
be  as  a  part  of  a  scheme  for  reforming  the  entire  system 
of  state  taxation — a  subject  upon  which  we  cannot  enter 
here. 

The  state  tax  of  $4,000,000,  levied  in  1905,  represented 
a  per  capita  charge  of  $1.33.  This  was  not  a  severe  bur- 
den for  such  a  state  as  Massachusetts,  but  it  contrasted 
unfavorably  with  the  per  capita  charge  of  $0.53  resulting 
from  the  tax  of  $1,500,000  levied  in  1900.  Undoubtedly 
it  put  an  extinguisher  upon  many  schemes,  not  unprofit- 
able in  themselves,  for  the  expenditure  of  public  money; 
and  the  legislature  of  1906  was  glad  to  be  able  to  reduce 
the  tax  for  that  year  to  $3,500,000,  while  it  is  not  impos- 
sible that  further  reductions  may  follow.  But  although 
effective  in  restraining  the  growth  of  expenditures,  the 
state  tax  is  not  now,  and  for  a  generation  has  not  been, 
an  important  part  of  the  total  taxation  resting  upon  polls 
and  estates  in  the  commonwealth.    For  selected  years  the 


**Data  on  this  subject  may  be  found  in  the  Quarterly  Journal  of 
Economics  for  February,  1905 ;  and  in  Bulletins  32  and  41  of  the 
Massachusetts  Bureau  of  Statistics  of  Labor. 


395]         Finances  of  Massachusetts — lySo  to  igo^  127 

comparative  weight  of  state  and  local  taxes  has  been  as 
follows : 

(In  thousands  of  dollars.) 

Total  taxes 

State  Local  on  polls  and 

tax.  taxes.  property. 

1880 1,500.0     23,255.9     24,755.9 

1890 1,750.0     29,753.7     31,503.7 

1900 1,500.0     46,414.1     47,914.1 

190S 4,000.0     53,476.7     57,476.7 

The  latest  developments  in  the  financial  policy  of  Mas- 
sachusetts do  not  justify  the  expectation  that  the  state 
tax  will  be  soon  abolished.  From  1880  to  1900  the 
growth  of  auxiliary  revenues  did,  indeed,  decrease  the 
relative  importance  of  the  tax,  but  since  then  the  ten- 
dency has  been  the  reverse.  In  significant  years  the  total 
tax  revenue  of  Massachusetts  has  been  as  follows : 

(In  thousands  of  dollars.) 

Cor-  Inheri-  Mis- 

poration  License     tance  cella-        State  Total  tax 

taxes.          tax.          tax.  neons.        tax.  revenue. 

1880 2,500.4  156.0  16.5  1,495.0        4,167.9 

1890 2,869.4  426.3  22.2,  1,749-2        5.067,2 

1900 3,478.1  805.2  400.8  19.1  1,500.0        6,203.2 

1905 4,337-4  840.5  694.2  18.6  4,000.0        9,890.7 

What  the  future  may  bring  forth,  we  can  only  conjec- 
ture. If  expenditures  have  for  a  time  reached  high-water 
mark,  and  if  the  yield  of  existing  auxiliary  taxes  increases 
as  in  the  past,  it  will  be  possible  to  reduce  materially  the 
state  tax,  and  perhaps  ultimately  to  abolish  it.  If  a  direct 
inheritance  tax  is  introduced  and  additional  revenue  is 
obtained  from  corporations^'^  or  any  other  source,^^  this 


"  Additional  revenue  could  be  had  by  changing  the  distribution  of 
corporation   taxes,   as    recommended   by   the    Commission   of    1897 
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result  may  be  accelerated, — provided  always  that  the  new 
income  replaces,  and  not  merely  supplements,  that  now 
derived  from  taxation  of  polls  and  estates.  There  is  not 
wanting,  however,  a  considerable  and  influential  body  of 
opinion  in  favor  of  retaining  the  state  tax  as  a  restraint 
upon  the  growth  of  expenditures,  a  view  which  was  held 
by  the  Tax  Commission  of  1897.^'  That  some  such 
sobering  influence  is  needed,  the  history  of  the  common- 
wealth's finances  from  1825  to  1853  and  from  1890  to 
1905  sufficiently  proves;  what  the  precise  form  of  the 
direct  tax  should  be,  is,  of  course,  a  matter  for  further 
consideration. 


(Report,  pp.  116-118),  or  by  imposing  additional  taxes  upon  foreign 
corporations. 

"^  The  distribution  of  license  charges  might  be  changed.  Since  the 
state  has  recently  relieved  the  towns  and  cities  of  the  cost  of  caring 
for  the  insane,  it  might  well  receive  more  than  one-fourth  of  the 
receipts  from  licenses. 

"'  Report,  p.  1 19. 


CHAPTER  VIII. 

Conclusion. 

Having  examined  in  detail  the  financial  policy  of  Mas- 
sachusetts at  each  important  period  in  her  fiscal  history 
since  1780,  we  may  appropriately  conclude  by  considering 
the  general  movement  of  the  state's  expenditures,  debts, 
and  revenues  during  the  entire  time  covered  by  our  study. 
Temporary  developments  due  to  fluctuations  in  economic 
conditions,  and  even  such  serious  disturbances  as  were 
caused  by  the  War  of  18 12  and  the  Civil  War,  may  be 
left  out  of  account  except  in  so  far  as  they  contributed 
something  of  comparative  permanence  to  the  onward 
march  of  events. 

The  movement  of  ordinary  expenditures  is  adequately 
reflected  in  the  statistics  for  the  years  1786,  1825,  i860, 
and  1905.  Accurate  classification  of  the  figures  for  the 
earlier  years  is  difficult,  perhaps  impossible;  but  the  fol- 
lowing table  is  substantially  correct : 

(In  thousands  of  dollars.) 

1786.^    1825.  i860.  1905. 

Legislative,  executive  and  judicial 57.3      93.6  405.7  1,213.7 

Various  branches  of  administration 16.4     103.9  686.1  7,118.5 

Interest,  sinking  funds,  etc 278.7        i.o  102.1  1,287.3 

Total    352.4    198.5     1,193-9    9,6i9-5 

Per  capita  expenditures^ $0.88    $0.35       $0.97       $3.20 

The  reasons  for  the  changes  in  the  expenditures  from  one 
date  to  the  next  have  already  been  made  clear ;  this  table 


^  Excluding  the  federal  requisitions  for  1786. 
^  Stated,  of  course,  in  dollars  and  cents. 

397]  26  ^29 
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is  intended  merely  to  show  the  general  movement  of  the 
past  one  hundred  and  twenty  years. 

Before  leaving  this  subject  it  is  worth  while  to  call 
attention  to  the  striking  resemblance  between  the  course 
of  federal  expenditures  in  the  United  States  and  the 
growth  of  public  charges  in  Massachusetts.  For  approxi- 
mately similar  dates,  the  per  capita  expenditures  of  the 
United  States"  and  of  Massachusetts  were  as  follows : 

United  States.     Massachusetts. 

1786 $0.88 

1792 $1.97  

1825 0.35 

1830 1. 18  

i860 2.01  0.97 

1868 3-74 

1870 7.61  

1880 2.19 

1886 4.22  

1905 6.81  3.20 

In  both  cases  it  appears  that  the  extinction  of  debts  in- 
herited from  the  Revolution  or  the  War  of  181 2, 
coupled  with  economy  in  all  branches  of  ordinary  outlay, 
enabled  the  per  capita  expenditure  to  decline  steadily  until 
the  years  1825  and  1830.  Thereafter  an  upward  move- 
ment ensued  which  by  i860  had  raised  the  figures  to  about 
the  original  levels.  The  next  decade  witnessed  a  great 
increase  of  annual  outlay,  the  expenditures  for  1868  and 
1870  being  from  three  to  four  times  as  large  as  those  for 
i860.  Then  followed  a  downward  movement  lasting 
from  ten  to  fifteen  years,  after  which  the  outlay  rose,  by 
more  or  less  gradual  stages,  until  in  1905  it  was  approxi- 
mately fifty  per  cent,  larger  than  in  1880  or  1885. 

The  debt  of  the  commonwealth  has  undergone  remark- 
able variations,  but  since  1837  has  tended  steadily  to  in- 


See  Political  Science  Quarterly,  XVIII,  p.  98. 
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crease.     The  gross  indebtedness  from  1786  to   1906  is 
shown  in  the  fohowing  table : 

(In  thousands  of  dollars.) 

Direct  Contingent 

Year.                         debt.  debt.  Total. 

1786 5.300*  5,300 

1792 2,068  2,068 

1843 1,214  5,050  6,264 

1S60 1,694  5,049  6,743 

1868 21,606  5,030  26,636 

1880 33,034  33,034 

1890 27,429  830  28,259 

1906 31,569  61,630'  93,199 

Upon  a  per  capita  basis,  the  figures  of  the  total  debt  are 
$13.30  in  1786,  $7.69  in  1843,  $5-47  in  i860,  $12.60  in 
1890,  and  $31.03  in  1906. 

Statistics  of  the  net  indebtedness  are  available  for  the 
last  forty-six  years,  and  yield  the  following  results : 

(In  thousands  of  dollars.) 

Net  direct  Net  contingent 

Year.                           debt.  debt.^  Total. 

i860 628                 628 

1868 16,111       16,111 

1880 20,785       20,785 

1889 5,616       5,616 

1906 14,215  59,301  73,516 

By  1889,  although  the  outstanding  principal  of  the  direct 
debt  was  $28,851,000,  the  growth  of  sinking  funds  had 
reduced  the  net  indebtedness  to  almost  nominal  figures 
which  represented  a  per  capita  burden  of  but  $2.50.  Since 
then  the  aggregate  net  liabilities  have  risen  to  $24.50  per 
capita;  but  of  this  sum  only  the  direct  debt,  carrying  a 

*  Approximately  £1,600,000. 

"  Excluding  the  Fitchburg  Railroad  securities  loan. 

°  The  contingent  debt  in  i860  and  1868  was  secured  by  railway 
bonds  and  by  sinking  funds,  leaving  no  net  debt.  In  1880  it  had 
disappeared  altogether. 
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net  liability  of  $4.70  per  capita,  is  a  charge  upon  the  state 
treasury. 

The  ordinary  revenues  of  the  state  have  always  been 
derived  chiefly  from  taxation,  although  from  1794  to 
1820  and  from  1845  to  i860  something  was  received 
from  investments.  Except  for  a  brief  period  when  there 
was  practically  no  debt  (i 821-183 7),  income  from  the 
sale  of  lands  has  been  turned  into  sinking  funds  or  the 
school  fund ;  and  money  obtained  from  claims  against  the 
federal  government  has  always  been  similarly  applied. 
Though  not  large  in  amount,  income  from  investments, 
fees,  and  other  miscellaneous  sources  was  a  not  inconsid- 
erable item  in  the  budget  of  the  commonwealth  prior  to 
the  Civil  War;  since  then,  however,  revenue  of  this  sort 
has  been  small  in  comparison  with  the  largely  increased 
receipts  from  taxation. 

For  significant  years  from  1796  to  i860  the  ordinary 
revenues  of  Massachusetts  were  constituted  as  follows  :'^ 

(In  thousands  of  dollars.) 
1796. 

State   tax 154.3 

Bank  tax   

Auction  tax 

Interest  and  dividends      91.8 
Miscellaneous    


I8I6. 

1825. 

1837. 

1847. 

i860. 

142.2 

944 

249.2 

98.8 

144.7 

379-2 

3147 

646.0 

24.9 

55-9 

45-3 
71.8 

56.4 

47-9 

ii-S 

28.9 

68.4 

64.7 

Total    246.1       2S8.9      275.5      464.0      500.2       1,016.3 

The  interest  and  dividends  of  1796  came  from  the  Union 
Bank  stock  and  United  States  stocks  owned  by  the  com- 
monwealth; in  1847  ^^^  i860  they  came  from  the  invest- 
ment in  the  stock  of  the  Western  Railroad.     Possibly, 


'  For  1796  the  figures  are  taken  from  Felt,  Statistics  of  Taxation, 
543,  and  State  Papers,  Finance,  I.  420  and  443.  The  miscellaneous 
income  for  that  year  is  not  ascertainable  from  any  records  I  have 
yet  found,  and  the  total  revenue  here  stated  is  slightly  smaller  than 
it  ought  to  be.  For  1816  and  the  subsequent  years  the  figures  are 
from  the  table  given  in  the  appendix  of  this  essay. 
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too,  the  miscellaneous  income  here  stated  for  1816  in- 
cludes some  revenue  from  investments,  although  the 
amount  of  it  cannot  be  ascertained  from  the  printed 
records.  The  reasons  for  the  changes  in  the  other  items 
from  year  to  year  have  been  explained  at  length  in  the 
earlier  chapters. 

From  i860  to  1905  the  statistics  of  the  tax  receipts 
show  adequately  the  movement  of  the  ordinary  revenue, 
because  other  sources  of  income  have  been  comparatively 
insignificant.^  It  may  be  well,  however,  to  include  in  our 
table  the  receipts  from  corporation  fees,  licenses,  and 
inspection  charges.  To  facilitate  comparison  with  pre- 
vious epochs,  the  following  statistics  begin  with  the  year 
i860: 

(In  thousands  of  dollars.) 

i860.     1865.      1870.      1880.      1890.  1900.  1905. 

State   tax 249.1  4,689.3  2,506.3  1,495.0  1,749.2  1,500.0  4,000.0 

Corporation  taxes  650.1  1,025.1  1,716.6  2,500.4  2,869.4  3>478-i  4.337-4 

Liquor  license  tax    156.0     426.3  805.2  840.5 

Inheritance  tax 400.8  694.2 

Miscell.  taxes^...  13.6  19.5  48.9  16.5  22.3  19.1  18.6 
Corporation  fees 

and  charges 0.9        lo.o       52.3       71.7      116.9  176.0  "234.7 

Total   913.7  5,743.9  4,324-1  4,239-6  5,184.1  6,379.2  10,125.4 

The  tax  revenues  for  1905  were  substantially  eleven  times 
as  large  as  those  for  the  year  i860,  and  their  composition 
was  far  more  varied.  While  the  increase  during  this 
period  of  forty-five  years  was  about  1,000  per  cent.,  the 
increase  in  the  population  of  the  state  was  about  144  per 

*  In  1905,  for  instance,  the  total  ordinary  revenue  was  $10,327,000, 
and  the  whole  income  from  other  sources  than  taxes  was  but  $368,300. 
Auditor's  report,  1905,  p.  11. 

*  Includes  tax  on  alien  immigrants,  repealed  in  1872,  and  the 
license  tax  on  peddlers. 

'"This  includes  $69,900  of  gas  company  and  railroad  fees  which 
are  now  carried  to  special  funds  and  are  no  longer  included  in  the 
ordinary  revenue. 
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cent.  If  the  comparison  be  carried  back  to  the  year  1796, 
it  appears  that  the  ordinary  income  has  risen  from 
$246,100  to  $10,327,000/^  or  more  than  forty  fold;  and 
that  the  population  has  advanced  from  something  over  half 
a  million  to  practically  three  millions,  or  a  trifle  less  than 
six  fold.  Meanwhile  the  increased  wealth  of  the  state  and 
the  more  varied  sources  of  revenue  enable  the  people  to 
support  the  charges  without  serious  difficulty. 

Not  state  but  local  taxation  presses  severely  upon  the 
commonwealth  at  the  present  day.  In  previous  chapters 
statistics  have  been  presented  concerning  the  growth  of 
the  taxes  levied  upon  polls  and  property  for  state  and 
local  purposes,  but  the  development  of  other  sources  of 
revenue  since  i860  makes  the  figures  inadequate  to  show 
the  full  increase  of  the  burdens  resting  upon  taxpayers. 
For  this  purpose  a  new  table  must  be  constructed  showing 
as  nearly  as  practicable  the  total  taxes  of  all  kinds  annually 
levied  in  Massachusetts.  Lack  of  information  concerning 
some  unimportant  branches  of  local  revenue  renders  it 
impossible  to  make  the  figures  absolutely  complete,  but 
the  following  data  are  believed  to  be  substantially  correct, 
with  a  margin  of  error  not  exceeding  one  or  two  per 
cent: 

Aggregate  Taxes,   State  and  Local,   Levied  in   Massachusetts. 
(In  thousands  of  dollars.) 

1861.        1874.         1879-         1890.         1905. 

Poll  taxes  455.3         877.7         765.8      1,208.8       1,704.9 

Property  tax 7,145-2    27,803.5    20,247.0    30,294.9     55,771.8 

Corporation  taxes" 664.1       4,875.3      4,069.1       6,312.7     10,291.9 

Liquor  licenses" 556.8       1,775.9      3,405.6 

Inheritance  tax 694.2 

Miscellaneous"  19.5         117.8  75.3         139.2         253.3 

Total  8,284.1     33,674.3    25,714.0    39,731-5    72,121.7 

Per  capita $6.69       $20.87       $14-63       $17.74       $24.01 

"  Since  the  figures  for  1796  include  interest  and  similar  items,  I 
here  take  the  auditor's  figures  of  the  entire  income  for  1905. 

"  The  figures  give  the  total  taxes  annually  assessed  upon  corpora- 
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The  table  shows  a  remarkable  increase  of  taxation  up 
to  the  year  1874  after  which  a  reaction  set  in  and  the 
burden  steadily  decreased  until  1879.  Since  then  the 
growth  of  the  annual  tax  bill  has  been  practically  contin- 
uous, and  the  total  charge  now  exceeds  considerably  the 
figures  for  1874.  The  so-called  auxiliary  taxes  lighten 
materially  the  load  that  rests  upon  property,  chiefly  real 
estate  ;^^  but  the  general  property  tax  still  supplies  sev- 
enty-seven per  cent,  of  the  entire  proceeds  of  taxation.  Of 
the  $72,356,400  levied  in  1905,  only  $10,125,400  was 
required  for  state  purposes;  and  of  the  $55,771,800 
assessed  upon  property,  the  state  tax  represented  but 
$4,000,000.  While  the  finances  of  the  commonwealth 
invite  serious  study  and  amendment  at  various  points,  the 
pressure  of  state  taxation  is  not  excessive,  and  the  most 
urgent  problems  for  the  reformer  lie  in  the  field  of  local 
finance  and  taxation. 

After  one  hundred  and  twenty-five  years  of  varied 
experience,  the  commonwealth  now  enjoys  a  high  degree 
of  financial  prosperity.  No  state  in  the  Union  provides 
more  generously  and  wisely  for  legitimate  public  wants; 
and  this  is  done  without  serious  pressure  upon  the  re- 
sources and  industries  of  her  people.  Her  net  direct  debt 
of  $14,215,000  represents  a  per  capita  liability  of  $4.73, 
which  is  more  than  the  average  for  all  states  and  terri- 


tions.  Of  the  $10,526,600  assessed  in  1905  the  state  treasury  received 
$4,337)400.  representing  the  whole  of  the  insurance  and  savings- 
bank  taxes,  a  small  part  of  the  general  corporation  and  bank  taxes, 
and  the  whole  of  the  miscellaneous  taxes  on  foreign  corporations, 
etc. ;  the  balance  was  distributed  among  the  towns  and  cities. 

^'Of  the  amounts  here  stated,  one-fourth  accrued  to  the  state 
treasury  and  the  rest  was  retained  by  towns  and  cities. 

"  This  represents  the  last  two  items  given  in  the  table  on  p.  133, 
showing  the  state  revenues.  Local  receipts  from  dog  licenses  and 
similar  sources  are  not  reported. 

"In  1905,  $11,744,000  was  levied  upon  personal  property,  and 
$44,027,000  upon  realty. 
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tories/®  but  not  more  than  circumstances  warrant.  Upon 
the  other  hand  Massachusetts  has  school  and  other  educa- 
tional funds  aggregating  $5,257,000/'^  besides  large  in- 
terests in  lands  at  South  Boston  which  will  ultimately  be 
worth^^  from  four  to  five  millions  more.  Mistakes  have 
been  made  at  times,  but  it  has  seldom  been  necessary  for 
a  lesson  in  sound  finance  to  be  repeated.  For  fifty  years 
the  fiscal  policy  of  the  state  has  been  shaped  with  increas- 
ing wisdom,  and  in  this  fact  may  be  found  the  best  guar- 
antee that  rational  principles  will  guide  the  policy  of  the 
future. 

"  In  1902,  when  the  per  capita  net  direct  debt  of  Massachusetts  was 
$4.70,  the  average  debt  of  American  states  and  territories  was  $2.98. 
The  census  states  the  total  net  indebtedness  of  Massachusetts  at 
$22.87  per  capita  in  1902,  or  more  than  seven  times  the  average  for 
the  country;  but  this  includes  the  contingent  debt,  which,  as  the 
census  concedes,  can  properly  be  classed  as  municipal  indebtedness. 

"  Auditor's  report  for  1905,  p.  546.  I  do  not  mention  here  funds 
amounting  to  $1,859,931  held  for  the  improvement  of  Boston  harbor 
and  the  execution  of  work  at  South  Boston.  Since  1894  (ch.  90  of 
resolves  of  1894)  $100,000  of  the  ordinary  revenue  has  been  added 
to  the  principal  of  the  school  fund,  which  will  soon  amount  to 
$5,000,000. 

"  Up  to  1906  the  total  receipts  from  the  South  Boston  lands  were 
$3,392,387  while  the  total  outlay  had  been  $3,407,344.  These  figures 
exclude  interest  upon  the  money  advanced  by  the  state  for  the  im- 
provements, which  would  be  to  some  extent  decreased  by  interest 
on  receipts  from  the  lands.  In  1906  no  less  than  131  acres  of  filled 
land  remained  unsold.  The  Harbor  and  Land  Commissioners  very 
properly  refuse  to  hazard  an  official  estimate  of  the  value  of  this 
property.  At  the  moderate  figure  of  $30,000  per  acre, — and  present 
prices  are  nearer  $40,000  per  acre, — we  can  place  the  ultimate  value 
of  these  lands  at  $4,000,000.  About  287  acres  of  flats  remain  unfilled ; 
but  to  estimate  their  potential  value  is  useless. 


APPENDIX. 

(A) 

The  following  tables  present  statistics  of  the  state  tax 

from  1789  to  1905.    The  data  for  tables  i  and  2  may  be 

found  in  Felt,  Statistics  of  Taxation,  474  and  543 ;  and 
the  data  for  table  3  may  be  found  in  the  auditor's  report 

for  1905,  appendix,  p.  III.  By  a  misprint  the  latter  vol- 
ume states  the  tax  for  1891  at  $1,750,000  instead  of 
$1,500,000. 

Table  i. 
General        Representatives' 

Year.                         tax.                      tax.  Total. 

1789 ^£32,605       £4,840  £37,445 

1790 25,360        4,155  29,515 

1791 25,365        4,111  29,476 

1793 20,008       13,268  33,276 

1794 40,048        S,020  45,068 

1795 $133,470      $16,289  $149,759 

1796 133.394       20,899  154,294 

1797 133,381       10,368  143,749 

1798 133,381       18,560  151,941 

1799 133,435       21,438  154,873 

1800 133,435       20,554  153,989 

1801 133,435       23,776  157,211 

1802 133,331       21,952  155,283 

1803 133,331       27,392  160,723 

1804 133,302       23,782  157,084 

1805 133,302       30,856  164,158 

1806 133,302       26,078  159,380 

1807 133,302       38,590  171,892 

1808 133,302       36,132  169,434 

1809 133,302       45,736  179,038 

1810 133,302       34,536  167,838 

181 1 133,302       35,214  168,516 
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General 

Year.  tax. 

812 132„2>33 

813 -i-3Z,2Zi 

814 133,334 

815 133,334 

816 133,328 

817 133,342 

818 133,342 

819 133,302 

820 133,382 

821 104,515 

822 75,000 

823 75,000 

824 75,000 


husetts — lySo  to 

^905 

Representatives' 

tax. 

Total. 

26,416 

159,749 

33,333 

166,667 

133,334 

52,640 

185,974 

28,494 

161,822 

28,412 

161,754 

21,396 

154.738 

17,032 

150,334 

25,340 

158,722 

16,580 

121,095 

18,692 

93,692 

20,480 

95,480 

16,990 

91,990 

139 


Table  2. 
Year.  State  tax.  Year.  State  tax. 

1829 $75,000  1844 $75,000 

1830 75,000  1845 75,000 

1831 75,000 


Table 
Year.  State  tax. 

1853 $300,000 

1854 300,000 

1855 449,986 

1856 599-982 

1857 899,973 

1858 359-988 

1859 299,994 

i860 249,995 

1861 300,372 

1862 1,797,516 

1863 2,396,568 

1864 2,396,463 

1865 4,700,000 

1866 3,000,000 

1867 5,000,000 

1868 2,000,000 

1869 2,500,000 

1870 2,500,000 

1871 2,500,000 

1872 2,000,000 


Year.  State  tax. 

1873 2,250,000 

1874 2,000,000 

1875 2,000,000 

1876 1,800,000 

1877 1,500,000 

1878 1,000,000 

1879 500,000 

1880 $1,500,000 

18S1 1,500,000 

1882 2,000,000 

1883 1,500,000 

1884 2,000,000 

1885 1,500,000 

1886 1,500,000 

1887 2,250,000 

1888 2,250,000 

1889 2,000,000 

1890 1,750,000 

1891 1,500,000 

1892 1,750,000 
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Year.  State  tax.  Year.  State  tax. 

1893 2,500,000  1900 1,500,000 

1894 2,000,000  1901 1,750,000 

1895 1,500,000  1902 1,500,000 

1896 1,750,000  1903 2,500,000 

1897 1,750,000  1904 2,500,000 

1898 1,500,000  1905 4,000,000 

1899 1,500,000 

(B) 

Ordinary  Revenues  and  Expenditures  of  Massachusetts, 

1816-1860/ 

(In  thousands  of  dollars.) 


Total 

State 

Bank  Auction 

Divi-   Miscel- 

Total 

expen- 

tax. 

tax. 

tax. 

Lands. 

dends.  laneous. 

revenue. 

ditures. 

I8I6... 

142.2 

98.8 

47-9 

288.9 

251-8 

I8I7... 

194-5 

90.8 

36.8 

322.1 

362.8 

I8I8... 

164.5 

98.9 

6.3 

269.8 

306.3 

I8I9... 

163-5 

97.2 

6.3 

267.1 

268.8 

1820... 

141.4 

93-0 

22.7 

257-1 

301.7 

I82I.., 

.     111.5 

85.6 

12.5 

209.7 

182.3 

1822.., 

.     125.6 

98.1 

14.0 

237-7 

219.3 

1823... 

.      97.5 

104.6 

47-7 

249.8 

235-6 

1824... 

.      92.7 

116.S 

27.8 

23.8 

3-2 

264.0 

217.1 

1825.. 

■      94-4 

144-7 

24.9 

10.4 

I.I 

275-5 

198.6 

1826.., 

•      29.7 

165.2 

40.3 

12.4 

2.1 

249.6 

252.3 

1827.. 

182.4 

34-4 

8.6 

4-9 

230.3 

293.6 

1828.. 

190.4 

34-3 

11.9 

3-4 

240.0 

307.8 

1829.. 

202.6 

37-4 

19-5 

3-4 

262.9 

293.9 

1830.. 

76.2 

198.2 

33-1 

10.9 

1-4 

319-8 

330.4 

I83I . . 

•      73-7 

196.9 

26.0 

19-3 

9.2 

325-1 

381.3 

1832.. 

■      74-5 

232.8 

39-5 

.... 

18.8 

365.6 

304.6 

1833- • 

266.7 

43-1 

77-3 

19. 1 

406.2 

367.4 

1834.. 

294.5 

41.7 

50.3 

23-5 

410.0 

362.6 

1835.- 

304.2 

45-1 

89.8 

8.5 

447.6 

495.4 

^  From  1 816  to  1823  these  figures  are  taken  from  House  Doc.  i,  of 
1843.  They  do  not  agree  precisely  with  other  official  statements  for 
certain  years,  as  1820;  but  the  differences  are  slight,  and  are  due 
probably  to  the  fact  that  the  conflicting  statements  were  not  compiled 
on  the  same  basis.  From  1824  to  i860  the  figures  are  from  the 
reports  of  the  treasurer. 
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Total 

State 

Bank  Auction 

Divi- 

Miscel- 

Total 

expen- 

tax. 

tax. 

tax. 

Lands. 

dends,  laneous. 

revenue. 

ditures. 

1836. . 

317.5 

57.8 

24-5 

6.7 

406.5 

435-5 

1837. . 

379-2 

55-9 

149 

14.0 

464.0 

510.4 

1838. . 

354.6 

41.3 

13.7 

9.8 

419.4 

491.7 

1839.. 

341-3 

53.5 

11.2 

7-Z 

413.3 

481.2 

1840.. 

344-4 

52-7 

3.8 

4.8 

405.7 

415.8 

I84I.. 

336-0 

50.5 

6.3 

11.5 

404-3 

399.9 

1842.. 

328.0 

54-4 

2.4 

30.9 

415-7 

351.6 

1843.. 

313.3 

47-0 

1-4 

19.7 

3814 

370.4 

1844.. 

12.7 

305.6 

40-9 

1-9 

15.9 

377-0 

413.6 

184s.. 

70.7 

304.7 

49-3 

2.6' 

60.0 

18.2 

505.6 

4164 

1846. . 

66.6 

312.0 

52.6 

50-0 

20.8 

502.1 

421.0 

1847.. 

314.7 

45-3 

71-8 

68.4 

500.2 

478.8 

1848.. 

326.8 

50.5 

94-1 

33.9 

505-3 

548.7 

1849.. 

338.3 

38-6 

87.1 

26.9 

490.9 

541-8 

1850. . 

354.7 

12.9 

80.0 

45.2 

492-8 

S66.1 

I85I.. 

391. 1 

14-8 

80.0 

80.5 

566.4 

642.1 

1852. . 

430.3 

12.0' 

75-0 

80.9 

598-2 

674-6 

1853.. 

286.6 

443.3 

65-0 

87.4 

882.3 

877-6 

1854. • 

279.2 

525.9 

59-7 

131.4 

996.2 

990.9 

1855.. 

428.1 

578.9 

49-4 

91.4 

1,147.8 

1,411.2 

1856. . 

•    584-9 

583.4 

49.4 

III. I 

1,328.8 

1,335-1 

1857. . 

.    7354 

590.9 

56.4 

101.3 

1,484.0 

1,359-6 

1858.. 

•     578.2 

606.1 

56-4 

70.7 

1,311.4 

1,247.1 

1859.. 

•    302.9 

626.9 

56-4 

57-4 

1,043.6 

1,303-8 

i860. . 

.    249.2 

646.0 

56-4 

64.7 

1,016.3 

1,193-9 

*  After  184s  the  amounts  credited  to  the  ordinary  revenue  from 
this  source,  being  merely  deferred  payments  on  lands  sold  before  this 
income  was  appropriated  to  the  school  and  sinking  funds,  are  so 
insignificant  that  they  are  included  in  the  miscellaneous  revenue. 

'  Tax  abolished  in  1852.  Decreased  yield  prior  to  that  time  is  due 
to  amendment  of  law. 
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AMERICAN  ECONOMIC  ASSOCIATION. 


The  American  Economic  Association  is  an  organiza- 
tion composed  of  persons  interested  in  the  study  of 
poHtical  economy  or  the  economic  phases  of  political 
and  social  questions.  As  may  be  seen  by  examining 
the  list  of  members  and  subscribers  printed  in  this  vol- 
ume, not  only  are  all  universities  and  most  prominent 
colleges  in  the  country  represented  in  the  Association 
by  their  teachers  of  political  economy  and  related  sub- 
jects, but  even  a  larger  number  of  members  come  from 
those  interested  as  business  men,  journalists,  lawyers  or 
politicians  in  the  theories  of  political  economy  or,  more 
often,  in  their  applications  to  social  life.  There  are  fur- 
ther nearly  two  hundred  subscribers,  including  the  most 
important  libraries  of  this  country.  The  Association 
has  besides  a  growing  representation  in  foreign  countries. 

The  first  two  meetings  of  the  Economic  Association 
in  1885  3-nd  1887,  and  the  meetings  of  1897,  1898,  1900, 
1901,  1902,  1903,  1904,  1905,  and  1906,  were  at  the  same 
place  as  those  of  the  American  Historical  Association, 
and  in  the  last  two  years  the  American  Political  Science 
Association  met  with  the  other  two  Associations.  Joint 
sessions  and  less  formal  gatherings  of  the  members  of  the 
Associations  were  thus  held.  In  1907  the  meeting  will 
be  held  in  Madison.  The  annual  meetings  give  oppor- 
tunity for  social  intercourse;  they  contribute  to  create 
and  cement  acquaintanceship  and  friendship  between 
teachers  of  economics  and  cognate  subjects  in  different 
institutions,  as  well  as  to  bring  into  touch  with  each  other 
students  and  business  men  interested  in  the  social  and 
economic  problems  of  the  day.  The  meetings  aim  to 
counteract  any  tendency  to  particularism  which  the  geo- 


graphical  separation  and  the  diverse  interests  might  be 
deemed  to  foster. 

The  PubHcations  of  the  Association,  a  complete  list ' 
of  which  is  printed  at  the  end  of  this  volume,  were  be- 
gun in  March,  1886.  The  first  series  of  eleven  volumes 
was  completed  by  a  general  index  in  1897.  The  second 
series,  comprising  two  volumes,  was  published  in  1897- 
99,  and  in  addition  thereto  the  Association  issued,  during 
1896-99,  four  volumes  of  Economic  Studies.  In  1900,  a 
third  series  of  quarterly  Publications  was  begun  with  the 
Papers  and  Proceedings  of  the  Twelfth  Annual  Meeting, 
and  has  been  continued  since  with  ample  amount  and 
variety  of  matter.  It  is  intended  to  add  to  these  quar- 
terly numbers,  from  time  to  time,  such  monographic 
supplements  as  the  condition  of  the  treasury  and  the 
supply  of  suitable  manuscript  may  make  possible.  A 
bulletin  of  bibliography  and  current  notes  has  been  au- 
thorized and  will  be  published  during  the  current  year. 

The  American  Economic  Association  is  the  organ  of 
no  party,  sect  or  institution.  It  has  no  creed.  Persons 
of  all  shades  of  economic  opinion  are  found  among  its 
members,  and  widely  different  views  are  given  a  hearing 
in  its  annual  meetings  and  through  its  publications. 

The  officers  of  the  Association  and  the  contributors  to 
its  publications  receive  no  pay  for  their  services.  Its 
entire  receipts  are  expended  for  the  printing  and  circula- 
tion of  the  publications  and  for  the  annual  meetings.  Any 
member,  therefore,  may  regard  his  annual  dues  either  as 
a  subscription  to  an  economic  publication,  a  payment  for 
membership  in  a  scientific  association,  or  a  contribution 
to  a  publication  fund  for  aiding  the  publication  of  valu- 
able manuscript  that  might  not  be  accepted  by  a  publish- 
ing house  governed  primarily  by  motives  of  profit,  and 
that  could  not  be  published  by  the  writer  without  incur- 
ring too  heavy  a  burden  of  expense. 


CONSTITUTION  OF  THE  AMERICAN  ECO- 
NOMIC ASSOCIATION 

(As  Revised  at  the  Annual  Meeting,  Dec,  1905.) 


ARTICLE  I. 
Name. 
This  Society  shall  be  known  as  the  American  Eco- 
nomic Association. 

ARTICLE  II. 
Objects. 

1.  The  encouragement  of  economic  research,  espe- 
cially the  historical  and  statistical  study  of  the  actual 
conditions  of  industrial  life. 

2.  The  issue  of  publications  on  economic  subjects. 

3.  The  encouragement  of  perfect  freedom  of  economic 
discussion.  The  Association  as  such  will  take  no  par- 
tisan attitude,  nor  will  it  commit  its  members  to  any 
position  on  practical  economic  questions. 

ARTICLE  III. 
Membership. 

1.  Any  person  interested  in  economic  inquiry  may,  on 
the  nomination  of  a  member,  be  enrolled  in  this  Associa- 
tion by  paying  three  dollars,  and  after  the  first  year  may 
continue  a  member  by  paying  an  annual  fee  of  three 
dollars. 

2.  On  payment  of  fifty  dollars  any  person  may  become 
a  life  member,  exempt  from  annual  dues. 
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3-  Foreign  economists  of  distinction,  not  exceeding 
twenty-five  in  number,  may  be  elected  honorary  members 
of  the  Association. 

4.  Every  member  is  entitled  to  receive,  as  they  appear, 
all  reports  and  publications  of  the  Association. 

ARTICLE  IV. 
Officers. 
The  officers  of  the  Association  shall  be  elected  at  the 
annual  meeting  and  shall  consist  of  a  President,  three 
Vice-Presidents,  a  Secretary,  and  a  Treasurer,  whose 
term  of  office  shall  be  one  year ;  six  members  of  the  Pub- 
lication Committee  and  six  elected  members  of  the  Ex- 
ecutive Committee  whose  term  of  office  shall  be  three 
years,  and  who  shall  be  so  classed  that  the  term  of  two 
members  of  each  committee  shall  expire  each  year;  pro- 
vided that  the  office  of  Secretary  and  that  of  Treasurer 
may  be  filled  by  the  same  person.  The  Executive  Com- 
mittee shall  consist  of  the  President,  the  Vice-Presidents, 
the  Secretary,  the  Treasurer,  the  Chairman  of  the  Publi- 
cation Committee,  the  Ex-Presidents,  and  six  elected 
members. 

ARTICLE  V. 
Duties  of  Officers. 

1.  The  President  of  the  Association  shall  preside  at 
all  meetings  of  the  Association  and  of  the  Executive 
Committee  and,  in  consultation  with  the  Executive  Com- 
mittee, shall  prepare  the  programs  for  the  annual  meet- 
ings. In  case  of  his  disability,  his  duties  shall  devolve 
upon  the  Vice-Presidents  in  the  order  of  their  election, 
upon  the  Secretary  and  upon  the  Treasurer. 

2,  The  Secretary  shall  keep  the  records  of  the  Asso- 
ciation and  perform  such  other  duties  as  the  Executive 
Committee  may  assign  to  him. 


3-  The  Treasurer  shall  receive  and  have  the  custody 
of  the  funds  of  the  Association,  subject  to  the  rules  of 
the  Executive  Committee. 

4,  The  Executive  Committee  shall  have  charge  of  the 
general  interests  of  the  Association  in  the  interval  be- 
tween annual  meetings.  It  may  fill  vacancies  in  the  list 
of  officers,  and  may  adopt  any  rules  or  regulations  for  the 
conduct  of  its  business  not  inconsistent  with  this  constitu- 
tion or  with  rules  adopted  at  the  annual  meetings.  It 
shall  act  as  a  committee  on  time  and  place  of  meeting,  and 
perform  such  other  duties  as  the  Association  shall  dele- 
gate to  it.  A  quorum  shall  consist  of  five  members, 
other  than  the  Vice-Presidents  and  the  Ex-Presidents. 

5.  The  Publication  Committee  shall  have  charge  of 
the  publications  of  the  Association. 

ARTICLE  VI. 

Amendments. 
Amendments,     after    having    been    approved    by    a 
majority  of  the  Executive  Committee,  may  be  adopted 
by  a  majority  vote  of  the  members  present  at  any  regular 
meeting  of  the  Association, 
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BoissEVAiN,  Gideon  Maria,  4  Tesselschadestratt,  Amsterdam,  Hol- 
land. 

Bolles,  Albert  S.,  Haverfod  College,  Haverford,  Pa. 

Bonn,  Max  I.,  43  Park  Lane,  London  W.,  England. 

BoRG,  Sidney  C,  20  Nassau  St.,  New  York  City. 
fBosTON  Athenaeum,  Beason  St.,  Boston,  Mass. 
fBosTON  Public  Library,  Copley  Square,  Boston,  Mass. 
fBowDOiN  College,  Brunswick,  Me. 
*Bowen,  Clarence  Winthrop,  251  Broadway,  New  York  City. 

BowEN,  J.  Chester,  Bureau  of  Labor,  Washington,  D.  C. 
*BowKER,  Richard  Rogers,  298  Broadway,  New  York  City. 

Bowman,  Archibald,  Room  501,  79  Wall  St.,  New  York  City. 

Bowman,  Harold  M.,  Dartmouth  College,  Hanover,  N.  H. 

Boyle,  James  Ernest,  University  of  North  Dakota,  N.  D. 

Brackett,  Jeffrey  R.,  41  Marlborough  St.,  Boston,  Mass. 

Breckenridge,   Roeliff  Morton,  216  Jackson   St.,   W.,   Hamilton, 
Ontario. 

Breed,  W.  J.,  1227  W.  8th  St.,  Cincinnati,  O. 

Breedlove,  Joseph  Penn,  Durham,  N.  C. 

Brisco,  Norris  a.,  510  W.  124th  St.,  New  York  City. 

Bronson,  Samuel  L.,  New  Haven,  Conn. 
fBROOKLYN  Library,  197  Montague  St.,  Brooklyn,  N.  Y. 

Brooks,  Charles  T.,  808  Perry  Payne  Bldg.,  Cleveland,  O. 

Brooks,  John  Graham,  8  Ash  St.,  Cambridge,  Mass. 

Brooks,  Robert  Clarkson,  Swarthmore,  Pa. 

Brown,  Edward  Thomas,  Wolcott,  N.  Y. 

Brown,  Nelson  Pierce,  38  Oakes  St.,  Everett,  Mass. 

Brown,  R.  L.,  Drawer  96,  Austin.  Texas. 
fBROWN  University,  Providence,  R.  I. 

Browne,  G.  Morgan,  44  Pine  St.,  New  York  City. 

Bruce,  H.  Addington,  13  Boylston  St.,  Cambridge,  Mass. 

Bruce,  Robert  C,  Tuskegee,  Ala. 

Brummer,  Leon,  277  Broadway,  New  York  City. 

fBRYN  Mawr  College,  Bryn  Mawr,  Pa. 

Buckler,  Georgiana  G.,  West  North  Ave.,  Baltimore,  Md. 

Buckler,  William  Hepburn,  West  North  Ave.,  Baltimore,  Md. 
Bucklin,  George  A.,  Jr.,  Norman,  Okl. 


fBucKNELL  University,  Lewisburg,  Pa. 
fBuFFALO  Public  Library,  Buffalo,  N.  Y. 

Bullock,  Charles  Jesse,  Cambridge,  Mass. 
fBuREAU  OF  Labor  Statistics,  Capitol,  Albany,  N.  Y. 

Burgess,  John  William,  323  W.  57th  St.,  New  York  City. 

BuRKE,    William    Maxwell,    University    of    Pennsylvania,    Phila- 
delphia, Pa. 

Butler,  Mary  Marshall,  263  Palisade  Ave.,  Yonkers,  N.  Y. 
fBuTTE  City  Free  Public  Library,  Butte  City,  Mont. 

Butterfield,  Kenyon  Leech,  Amherst,  Mass. 

Byrne,  William,  St.  Cecilias  Rectory,  Belvidere  St.,  Boston,  Mass. 

Caldwell,  Howard  Walter,  511  N.  i6th  St.,  Lincoln,  Neb. 
tCALiFORNiA  State  Library,  Sacramento,  Cal. 
fCALiFORNiA,  University  of,  Berkeley,  Cal. 

Callender,  Guy  Stephens,  354  Edwards  St.,  New  Haven,  Conn. 
fCAMERON,  D.  G.,  Comox,  B.  C,  Canada. 

Campbell,  Norman  Madison,  Colorado  Springs,  Col. 
fCANADiAN  Deputy  Minister  of  Labor,  Ottawa,  Ontario,  Canada. 
fCANADiAN  Library  of  Parliament,  Ottawa,  Canada. 

Capen,  Edward  Warren,  14  Beacon  St.,  Boston,  Mass. 

Carlton,  Frank  T.,  ioio  Porter  St.,  Albion,  Mich. 
*Carnegie,  Andrew,  5  W.  51st  St.,  New  York  City. 
fCARNEGiE  Free  Library,  Allegheny,  Pa. 
fCARNEGiE  Library,  Pittsburg,  Pa. 

Carpenter,  George  O.,  Russell  and  Compton  Aves.,  St.  Louis,  Mo. 

Carver,   Thomas    Nixon,    16   Kirkland   Road,    North    Cambridge, 
Mass. 

Cator,  George,  803  St.  Paul  St.,  Baltimore,  Md. 
tCEDAR  Rapids  Free  Public  Library,  Cedar  Rapids,  Iowa. 

Chandler,  Alfred  Dupont,  Brookline,  Mass. 

Chapin,  Robert  Coit,  Beloit,  Wis. 

Chapman,  H.  L.,  1117  E.  Broad  St.,  Columbus.  O. 

Chase,  Harvey  Stuart,  27  State  St.,  Boston,  Mass. 

Chase,  Simeon  B.,  King  Philip's  Mills,  Fall  River,  Mass. 
tCniCAGO  City  Club,  228  S.  Clark  St.,  Chicago,  111. 
fCniCAGO  Public  Library,  Chicago,  111. 
tCHiYOZo,  Otsuka,  24  Chiyodacho,  Kanda-ku,  Tokio,  Japan. 

Chown,  George  Y.,  Kingston,  Ontario. 
fCiNCiNNATi  Public  Library,  Cincinnati,  O. 
tCiNCiNNATi,  University  of,  Cincinnati,  O. 

Claghorn,  Kate  Holladay,  81  Columbia  Heights,  Brooklyn,  N.  Y. 

Clark,  Miss  Jeannette  A.,  Winona,  Minn. 

Clark,  John  Bates,  616  W.  113  St.,  New  York  City. 
*Clark,  John  Spencer,  no  Boylston  St.,  Boston,  Mass. 
*Clark,  Martin,  91  Erie  Co.  Bank  Bldg.,  Buffalo,  N.  Y. 


fCLARK  University  Library,  Worcester,  Mass. 
Clark,  Victor  S.,  Bureau  of  Labor,  Washington,  D.  C. 
Clark,  Walter  Ernest,  5  Sheridan  Square,  New  York  City. 
Clarke,  Enos,  Kirkwood  Station,  St.  Louis,  Mo. 
Clarke,  William  Newton,  Hamilton,  N.  Y. 
Cleveland,  Frederick  Albert,  30  Broad  St.,  New  York  City. 
fCLEVELAND  PuBLic  LIBRARY,  Cleveland,  O. 
Clow,  Frederick  Redmond,  Oshkosh,  Wis. 
fCoE  Brothers,  Springfield,  111. 
Cohn,  Morris  M.,  Little  Rock,  Ark. 
°CoHN,  GuSTAV,  Gottingen,  Germany. 
CoLER,  Bird  S.,  280  Broadway,  New  York  City. 
Coles,  Lewis  E.,  Norman,  Okl. 

Collin,  Charles  Avery,  32  Nassau  St.,  New  York  City. 
Collins,  David  Edward,  1388  Harrison  St.,  Oakland,  Cal. 
Collins,  Francis  W.,  535  W.  142nd  St.,  New  York  City. 
fCoLORADO,  University  of,  Boulder,  Col. 
fCoLUMBUs  Public  Library,  Columbus,  O. 
CoMAN,  Katharine,  Wellesley,  Mass. 

Commons,  John  Rogers,  University  of  Wisconsin,  Madison,  Wis. 
Conant,  Charles  A.,  Morton  Trust  Co.,  New  York  City. 
Conant,  Leonard  H.,  30  Broad  St.,  New  York  City. 
°CoNRAD,  Johannes,  Halle  a/S.  Germany. 
*Cook,  Charles  C,  2222  6th  St.,  N.  W.,  Washington,  D.  C. 
Cook,  Howard  Hamblett,  71  City  Hall,  Boston,  Mass. 
CooLEY,  Charles  Horton,  Ann  Arbor,  Mich. 
CooLiDGE  (Mrs.)  Mary  Roberts  Smith,  3001  Dwight  Way,  Berke- 
ley, Cal. 
CooLiDGE,  Thomas  Jefferson,  64  Ames  Building,  Boston,  Mass. 
Cooper,  Albert  R.,  Gait  House,  Louisville,  Ky. 
CosTiGAN,  George  Purcell,  Jr.,  Melick  Court,  Lincoln,  Neb. 
CowDERY,  Edward  G.,  c/o  Laclade  Gas  Light  Co.,  St.  Louis,  Mo. 
Crane,  CharCes  R.,  810  Fine  Arts  Bldg.,  Chicago,  111. 
Crocker,  George  Glover,  1016-1023  Old  South  Bldg.,  Boston,  Mass. 
Crook,  James  Walter,  Amherst,  Mass. 
Crosby,  John  Sherwin,  iio  W.  84th  St.,  New  York  City. 
Crouter,  a.  L.  Edgerton,  Mt.  Airy,  Philadelphia,  Pa. 
Crowell,  John  Franklin,  44  Broad  St.,  New  York  City. 
Crum,  Fred  Stephen,  Prudential  Insurance  Co.,  Newark,  N.  J. 
Crunden,  Frederick  Morgan,  St.  Louis,  Mo. 
Cum  MINGS,  Edward,  104  Irving  St.,  Cambridge,  Mass. 
Cum  MINGS,  John,  University  of  Chicago,  Chicago,  111. 
Curtis,  Charles  Edward,  New  Haven,  Conn. 
Gushing,  John  Pearsons,  New  Haven,  Conn. 
CusTis,  Vanderveer,  University  Station,  Seattle,  Wash. 


Cutler,  James  Elbert,  1117  Prospect  St.,  Ann  Arbor,  Mich. 
Cutting,  R.  Fulton,  z^  Nassau  St.,  New  York  City. 
Cutting,  William  Bayard,  Jr.,  32  Nassau  St.,  New  York  City. 
Dabney,  Richard  Heath,  Charlottesville,  Va. 
DA  Costa,  Jose  S.,  Para,  Ca  Garantia  da  Amazonia,  North  of  Brazil. 
Daggett,  Stuart,  342  Harvard  St.,  Cambridge,  Mass. 
Daish,  John  Broughton,  Kellogg  Bldg.,  1416  F  St.,  N.  W.,  Wash- 
ington, D.  C. 
Daniels,  Winthrop  More,  Princeton,  N.  J. 
Dart,  H.  P.,  5931  St.  Charles  Ave.,  New  Orleans,  La. 
Davenport,  Frederick  M.,  Hamilton  College,  Clinton,  N.  Y. 
Davenport,  Herbert  Joseph,  University  of  Chicago,  Chicago,  111. 
Davies,  William  Wat  kins,  927  Fourth  Ave.,  Louisville,  Ky. 
*Davis,  Andrew  McFarland,  10  Appleton  St.,  Cambridge,  Mass. 
Davis,  Edward  Hatton,  126  S.  Grant  St.,  West  Lafayette,  Ind. 
*Davis,  Horace,  1800  Broadway,  San  Francisco,  Cal. 
Day,  Arthur  Morgan,  Danbury,  Conn. 

*Dean,  Charles  A.,  Dean  Building,  60  India  St.,  Boston,  Mass. 
Deforest,  Robert  W.,  7  Washington  Square,  New  York  City. 
Deming,  Horace  Edward,  11-13  William  St.,  New  York  City. 
fDENisoN  University,  Granville,  O. 
Detrick,  Charles  Reighley,  Box  2,  Palo  Alto,  Cal. 
fDETROiT  Public  Library,  Detroit,  Mich. 
Devine,  Edward  Thomas,  501  W.  113th  St.,  New  York  City. 
Dewey,  Davis  Rich,  Mass.  Inst,  of  Technology,  Boston,  Mass. 
Dickman,  John  William,  Fayette,  la. 
*DiLL,  Arthur  C,  The  Elms,  Honeoye,  Ont.  Co.,  N.  Y. 
*DiLL,  James  Brooks,  27  Pine  St.,  New  York  City. 

Dixon,  Frank  Haigh,  Hanover,  N.  H. 
*Dodd,  Samuel  C.  T.,  26  Broadway,  New  York  City. 

Dodge,  (Miss)  Grace  Hoadley,  262  Madison  Ave.,  New  York  City. 

Dodge,  Raymond  Eadie,  25  Broad  St.,  New  York  City. 

Doten,  Carroll  W.,  1541  Cambridge  St.,  Cambridge,  Mass. 

DouTHiRT,  W.  F.,  Box  72,  Glen  Ridge,  N.  J. 
tDREXEL  Institute  Library,  Philadelphia,  Pa. 
*Droppers,  Garrett,  Vermillion,  S.  D. 

DuBRUL,  Ernest  Ferdinand,  3439  Evans  PL,  Cincinnati,  O. 

.Dudley,  Charles  Benjamin,  Drawer  156,  Altoona,  Pa. 

Duncan,  John  C,  Ohio  State  University,  Columbus,  O. 

DuRAND,  Edward  Dana,  1303  Columbia  Road,  Washington,  D.  C. 

Dyer,  G.  W.,  Nashville,  Tenn. 

Dynes,  John  Howard,  1305  30th  St.,  Washington,  D.  C. 

Easley,  Ralph  M.,  281  Fourth  Ave.,  New  York  City. 

Eaton,  Allen  B.,  Hull  House,  S.  Halsted  St.,  Chicago,  111. 
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Eaton,  J.  Shirley,  Transportation  Club,  42d  St.  and  Madison  Ave., 
New  York  City. 

EccLESTON,  J.  H.,  910  St.  Paul  St.,  Baltimore,  Md. 
*Eddy,  Sar.^h  James,  4  Bell  St.,  Providence,  R.  I. 

Edgerton,  Charles  Eugene,  80  V  St.,  N.  W.,  Washington,  D.  C. 
°Edgeworth,  Francis  Y.,  Oxford,  Eng. 

Edmonds,  Franklin  Spencer,  Central  High  School,  Philadelphia, 
Pa. 

Edmonds,  James  E.,  Times-Democrat,  New  Orleans,  La. 

Edwards,    Herbert    Nicholas,   36   Lynwood    Place,    New    Haven, 
Conn. 

Eidlitz,  Otto  M.,  489  Fifth  Ave,  New  York  City. 

Eliason,  Adolph  Oscar,  Montevideo,  Minn. 

Elkins,  Stephen  Benton,  Elkins,  W.  Va. 

Ellis,  (Miss)  E.  D.,  Mount  Hotyoke  College,  So.  Hadley,  Mass. 

Ellwood,  Charles  A.,  Columbia,  Mo. 

Ely,  Richard  Theodore,  Madison,  Wis. 

Ely,  Robert  Erskine,  23  W.  44th  St.,  New  York  City. 
*Emerick,  C.  F.,  Northampton,  Mass. 

Emery,  Henry  Crosby,  New  Haven,  Conn. 

England,  (Mrs.)  Minnie  Throop,  324  S.  26th  St.,  Lincoln,  Neb. 
fENOCH  Pratt  Free  Library,  Reading  Room,  Baltimore,  Md. 

Erickson,   Halford,   Commissioner  of  Labor   Statistics,   Madison, 
Wis. 

Evans,  Nelson  Wiley,  Portsmouth,  O. 

EvERS,  Cecil  C,  186  Montague  St.,  Brooklyn,  N.  Y. 

EwiNG,  John  Gillespie,  639  FuUerton  Ave.,  Chicago,  111. 

Fairchild,  Akthur  Babbitt,  Crete,  Nebr. 
*Fairchild,  Charles  Stebbins,  76  Clinton  Place,  New  York  City. 

Fairchild,  Fred  Rogers,  New  Haven,  Conn. 

Fairlie,  John  Archibald,  730  S.  Thayer  St.,  Ann  Arbor,  Mich. 

Falkner,  Roland  Post,  1821  Q  St.,  Washington,  D.  C. 

Farnam,  Henry  Walcott,  43  Hillhouse  Ave.,  New  Haven,  Conn. 

Farquhar,  Arthur  B.,  York,  Pa. 

Farquhar,  Henry,  Census  Office,  Washington,  D.  C. 

Farwell,  John,  Jr.,  148  Market  St.,  Chicago,  111. 

Fast,  Richard  Ellsworth,  Univ.  of  W.  Va.,  Morgantown,  W.  Va. 

Fay,  Sidney  Bradshaw,  Hanover,  N.  H. 

Fehlinger,  Hans,  Pasing  II,  Villa  Heimat,  Munich,  Germany. 

Feiss,  Paul  L.,  113  St.  Clair  St.,  Cleveland,  O. 

Felter,  Wm.  L.,  996  Sterling  Place,  Brooklyn,  N.  Y. 

Ferguson,  Henry,  123  Vernon  St.,  Hartford,  Conn. 
*Ferguson,  William  C,  Richmond,  Ind. 

Fetter,  Frank  Albert,  Cornell  Heights,  Ithaca,  N.  Y. 

Field,  Arthur  S.,  iiio  W.  Oregon  St.,  Urbana,  111. 

Field,  James  Alfred,  i  Apley  Court,  Cambridge,  Mass. 
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FiLENE,  Edward  A.,  453  Washington  St.,  Boston,  Mass. 

FiLLEBROWN,  Charles  Bowdoin,  68  Essex  St.,  Boston,  Mass. 

FiNLEY,  John  Huston,  College  City  of  New  York,  New  York  City. 

FiSHBACK,  John   Howard,   1207   Princeton  St.,   N.  W.,   Washing- 
ton, D.  C. 

Fisher,  George  Harrison,  308  Walnut  St.,  Philadelphia,  Pa. 

Fisher,  Irving,  460  Prospect  St.,  New  Haven,  Conn. 

Fisher,  Willard  Clark,  Wesleyan  Univ.,  Middletown,  Conn. 

FiSK,  George  Mygatt,  201  S.  Elm  St.,  Champaign,  111. 

Flux,  Alfred  William,  126  Crescent  St.,  Montreal,  Canada. 

Folks,  Homer,  15  Landscape  Ave.,  Yonkers,  N.  Y. 

FoLWELL,  William  Watts,  University  of  Minnesota,  Minneapolis, 
Minn. 
*FooTE,  Allen  Ripley,  625  Home  Insurance  Bldg.,  Chicago,  111. 
fFoRBES  Library,  Northampton,  Mass. 

Ford,  Tirey  L.,  Oak  and  Broderick  Sts.,  San  Francisco,  Cal. 

Ford,  Worthington  Chauncey,  Library  of  Congress,  Washington, 
D.  C. 

Forrest,  J.  Dorsey,  1115  Park  Ave.,  Indianapolis,  Ind. 
*Foster,  E.  H.,  Glendale.  O. 

Foster,  William  E.,  Providence  Public  Library,  Providence,  R.  I. 

Fradenburgh,  Adelbert  Grant,  Adelphi  College,  Brooklyn,  N.  Y. 

Franklin,  Fabian,  The  Ncivs,  Baltimore,  Md. 

Eraser,  Alexander  Hugh  Ross,  Boardman  Hall,  Ithaca,  N.  Y. 

Frederick,  Karl  Telford,  30  Winthrop  Hall,  Cambridge,  Mass. 

Freehoff,  J.  C,  415  W.  ii8th  St.,  New  York  City. 

Freeman,  Harrison  B.,  Jr.,  50  State  St.,  Hartford,  Conn. 

Freer,  Hamline  H.,  Cornell  College,  Mt.  Vernon,  Iowa. 

Friedenwald,  Hebrert,  356  Second  Ave.,  New  York  City. 
fFRiEDLEiN,  D.  E.,  Krakau,  Austria. 
*Fuller,  Paul,  68  William  St.,  New  York  City. 

FuRBER,  Henry  Jewett,  Jr.,  659  The  Rookery,  Chicago,  111. 

Gahan,  William  J.,  Plaquemine,  La. 
fGALESBURG  PuBLic  LIBRARY,  Galesburg,  111. 

Gannett,  Henry,  U.  S.  Geological  Survey,  Washington,  D.  C. 

Gardner,  Henry  Brayton,  54  Stimson  Ave.,  Providence,  R  .1 

Garfield,  Harry  A.,  Princeton,  N.  J. 

Garrard,  Jefhthah,  44  Johnston  Bldg.,  Cincinnati,  O. 

Garrett,  Robert,  Continental  Bldg.,  Baltimore,  Md. 

Garrison,  George  Pierce,  Austin,  Tex. 

Gault,  Franklin  Benjamin,  Vermillion,  S.  D. 

Gavin,  Frank  E.,  902  Majestic  St.,  Indianapolis,  Ind. 

Gay,  Edwin  Francis,  58  Highland  St.,  Cambridge,  Mass. 
fGEORGiA,  University  of,  Athens,  Ga. 

Gebhart,  William  Franklin,  45  E.  Eleventh  Ave.,  Columbus,  O. 
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Gerling,  Henry  Joseph,  3936  Page  Ave.,  St.  Louis,  Mo. 

Gest,  William  Purves,  Marion  Station,  Pa. 

Ghent,  William  James,  260  W.  S4th  St.,  New  York  City. 

GiDDiNGS,  Franklin  Henry,  150  W.  79th  St.,  New  York  City. 
°Gide,  Charles,  Montpelier,  France. 

Giesecke,  Albert  Anthony,  7029  Gray's  Ave.,  Philadelphia,  Pa. 

Gillett,  Arthur  D.  S.,  Superior  (Sta.  A.),  Wis. 

GiLSON,  N.  S.,  Madison,  Wis. 

Gladden,  Washington,  Columbus,  O. 

Glasson,  William  Henry,  Durham,  N.  C. 

Glenn,  John  Mark,  831  North  Eutaw  St.,  Baltimore,  Md. 

Glicksman,  Nathan,  448  Kenilworth  Place,  Milwaukee,  Wis. 

Goldenweiser,  Emanuel  A.,  205  Eddy  St.,  Ithaca,  N.  Y. 

GooDELL,  Edwin  Burpee,  Montclair,  N.  J. 
fGooDELL,  Henry  Hill,  Amherst,  Mass. 

Goodhue,  Everett  Walton,  Colgate  University,  Hamilton,  N.  Y. 

Goodnow,  Frank  Johnson,  Columbia  University,  New  York  City. 

Gould,  Elgin  Ralston  Lovell,  281  Fourth  Ave.,  New  York  City. 

Grove,  William  Henry,  254  Lafayette  St.,  Salem,  Mass. 

Graetz,  Victor,  Hansengasse  6,  Vienna,  Austria. 
IGrand  Prairie  Seminary  Library,  Onarga,  111. 

Gray,  John  Chipman,  60  State  St.,  Boston,  Mass. 

Gray,  John  Henry,  Evanston,  111. 

Greeley,  Otto  Ethan,  208  Phoenix  Bldg.,  Minneapolis,  Minn. 
*Green,  David  I.,  Hartford,  Conn. 

Greene,  Jacob  L.,  Hartford,  Conn. 

Greene,  John,  61  Elm  Street,  New  York  City. 
*Grey,  Albert  Henry  George,  Lesbury,  Northumberland,  England. 

Groat,  George  Gorham,  2323  Davidson  Ave.,  New  York  City. 

Groton,  W.  M.,  The  Dean's  House,  Woodland  Ave.  and  Fiftieth 
St.,  Philadelphia,  Pa. 
*GuLiCK,  John  Thomas,  East  Manoa  Road,  Honolulu,  Hawaii. 

GuNTON,  George,  Gunton  Lodge,  Hot  Springs,  Va. 

Guthrie,  William  Buck,  College  of  the  City  of  New  York,  New 
York  City. 

Hadley,  Arthur  Twining,  New  Haven,  Conn. 

Hagerty,  James  Edward,  Ohio  State  University,  Columbus,  O. 

Hahn,  Edgar  A.,  333  Society  for  Savings  Bldg.,  Cleveland,  O. 

Hall,  Arthur  Cleveland,  Gambler,  O. 

Halle,  Ernst  von,  50  Achenbachstrasse  2,  Berlin,  W.,  Germany. 

Halsey,  John  Julius,  Lake  Forest,  111. 

Hamilton,  C.  J.,  88  Twyford  Ave.,  Acton  Hill,  London,  W.,  Eng- 
land. 

Hamilton,  James  Henry,  184  Eldridge  St.,  New  York  City. 

Hamlin,  Charles  Sumner,  2  Raleigh  St.,  Boston,  Mass. 

Hammond,  John  Henry,  59  Wall  St.,  New  York  City. 
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Hammond,  Mathew  Brown,  39  E.  nth  Ave.,  Columbus,  O. 

Haney,  Lewis  Henry,  Iowa  City,  Iowa. 

Hanger,  G.  Wallace  W.,  U.  S.  Dept.  of  Labor,  Washing^ton,  D.  C. 

Hankins,  Frank  Hamilton,  Clark  College,  Worcester,  Mass. 
♦Hanks,  (Mrs.)  C.  Stedman,  53  State  St.,  Boston,  Mass. 

Hanna,  Hugh  Henry,  1522  N.  Penna.  St.,  Indianapolis,  Ind. 

Hanshue,  J.  J.,  Box  345,  Lansing  Mich. 
*Harding,  W.  E.,  Bethany,  N.  Y. 

Hart,  William  O.,  134  Carondelet  St.,  New  Orleans,  La. 

Hartwell,  Edward  M.,  City  Hall,  Boston,  Mass. 
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Woollen,  Evans,  161 5  Talbott  Ave.,  Indianapolis,  Ind. 
fWoRCESTER  Free  Public  Library,  Worcester,  Mass. 
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Wyckoff,  Walter  Augustus,  Princeton,  N.  J. 

Yarros,  Victor  S.,  608  East  Division   St.,  Lincoln   Park  Station, 
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Zartman,  Lester  W.,  100  Brownell  St.,  New  Haven,  Conn. 


THE  NINETEENTH  ANNUAL  MEETING. 


The  Nineteenth  Annual  Meeting  of  the  America,n 
Economic  Association  was  held  at  Providence,  R.  I., 
December  26-28,  1906,  under  the  auspices  of  Brown 
University.  The  American  Historical  Association,  the 
American  Political  Science  Association,  the  American 
Sociological  Society,  the  Bibliographical  Society  of 
America,  and  the  New  England  History  Teachers'  As- 
sociation met  at  the  same  time  and  place.  Joint  sessions 
were  held  with  the  Historical  Association,  the  Political 
Science  Association,  and  the  Sociological  Society. 

The  following  members  were  registered  as  being  in 
attendance  at  the  meeting,  and  there  were  probably  some 
others  who  failed  to  register:  J.  S.  Abratani,  T.  S. 
Adams,  C.  H.  Ames,  L.  A.  Anderson,  G.  F.  Andrews, 

C.  C.  Arbuthnot,  B.  W.  Arnold,  Jr.,  E.  M.  Avery,  W.  B. 
Bailey,  Emily  G.  Balch,  G.  E.  Baldwin,  G.  E.  Bamett, 

D.  C.  Barrett,  George  Louis  Beer,  E.  L.  Bogart,  C.  W. 
Bo  wen,  Jeffrey  R.  Brackett,  H.  Addington  Bruce,  Guy 
S.  Callender,  Frank  T.  Carlton,  Harvey  S.  Chase,  Robert 
C.  Chapin,  George  Y.  Chown,  Walter  E.  Clark,  Fred- 
erick A.  Cleveland,  Katharine  Coman,  Chas.  H.  Cooley, 
J.  W.  Crook,  John  Cummings,  J.  E.  Cutler,  Stuart  Dag- 
gett, F.  M.  Davenport,  A.  F.  Davis,  Edward  H.  Davis, 
A.  M.  Day,  Davis  R.  Dewey,  Frank 'H.  Dixon,  Carroll 
W.  Doten,  John  C.  Duncan,  Howard  Edwards,  H.  Nich- 
olas Edwards,  C.  A.  Ellwood,  Richard  T.  Ely,  C.  F. 
Emerick,  Fred  R.  Fairchild,  John  A.  Fairlie,  Henry  W. 
Farnam,  Henry  Farquhar,  Frank  A.  Fetter,  James  A. 
Field,  C.  B.  Fillebrown,  Alfred  William  Flux,  Worthing- 
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ton  C.  Ford,  H.  A.  Garfield,  Edwin  F.  Gay,  W.  J.  Ghent, 
Albert  A.  Giesecke,  E.  W.  Goodhue,  David  I.  Green, 
J.  E.  Hagerty,  W.  H.  Hattan,  F.  H.  Hankins,  E.  C. 
Hayes,  Frederick  C.  Hicks,  Frederick  L.  Hoffman,  Jacob 
H.  Hollander,  Byron  W.  Holt,  Chas.  H.  Hull,  Lincoln 
Hutchinson,  M.  L.  Jacobson,  Jeremiah  W.  Jenks,  Jos. 
French  Johnson,  Wm.  C.  Johnson,  Frederick  R.  Judson, 
E.  W.  Kemmerer,  Wm.  Kirk,  G.  A.  Kleene,  B.  G.  Lewis, 
Isidor  Loeb,  Max  O.  Lorenz,  Roswell  C.  McCrea,  F.  H. 
McLean,  Florence  M.  Marshall,  John  Martin,  Royal 
Meeker,  Chas.  W.  Mixter,  Frederick  W.  Moore,  M.  L. 
Muhleman,  James  P.  Munroe,  Julius  H.  Parmelee,  W. 
R.  Patterson,  H.  S.  Person,  Chas.  E.  Persons,  Raymond 
W.  Phelan,  Geo.  A.  Plimpton,  Benjamin  M.  Rastall, 
William  Z.  Ripley,  L  M.  Robinson,  Maurice  H.  Robin- 
son, E.  A.  Ross,  A.  M.  Sakolski,  Henry  R.  Seager,  Adam 
Shortt,  Charles  W.  Spencer,  H.  Morse  Stephens,  H.  K. 
Stokes,  F.  W.  Taussig,  W.  G.  Langworthy  Taylor,  C. 
W.  A.  Veditz,  T.  M.  Vogelstein,  Lester  F.  Ward,  U.  S. 
Weatherly,  A.  F.  Weber,  Max  West,  Albert  Whitaker., 
W.  F.  Willcox,  C.  C.  Williamson,  W.  W.  Willoughby, 
Geo.  G.  Wilson,  David  L.  Wing,  Frederick  A.  Wood, 
Robert  A.  Woods,  C.  W.  Wright,  Lester  W.  Zartman. 

PROGRAM. 

First  Session — Wednesday,  December  26,  8  P.  M. 
Sayles  Hall. 

JOINT   SESSION   WITH   THE  AMERICAN    HISTORICAL  ASSOCIATION. 

Address  of  Welcome:  President  W.  H.  P.  Faunce,  Brown  Uni- 
versity. 

Response :   Judge  Simeon  E.  Baldwin,  Yale  University. 

Annual  Address:  The  Modern  Standard  of  Business  Honor.  Jere- 
miah W.  Jenks,  President  of  the  American  Economic 
Association. 

Annual  Address :  Religion  Still  the  Key  to  History.  Judge  Simeon 
E.  Baldwin,  President  of  the  American  Historical  Asso- 
ciation. 
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Reception  by  the  Committee  of  Management  of  the  John  Carter 
Brown  Library,  at  the  Brown  Union. 

Second  Session — Thursday,  December  2y,  lo  A.  M. 
Rockefeller  Hall  Auditorium. 

ECONOMIC  THEORY. 

On  What  Principles  Should  a  Court  of  Arbitration  Proceed  in  Deter- 
mining the  Rate  of  Wages?  John  B.  Clark,  Columbia 
University. 

Discussion  by  Frank  W.  Taussig,  Harvard  University;  Otto  M. 
EiDLiTZ,  Chairman  Board  of  Governors,  New  York  Building 
Trades  Employers'  Association;  Louis  B.  Schran,  Chair- 
man Labor  Committee,  United  States  Brewers'  Association; 
A.  F.  Weber,  New  York  Bureau  of  Labor  Statistics ;  Ralph 
M.  Easley,  Chairman  Executive  Committee,  National  Civic 
Federation;  Samuel  B.  Donnelly,  Secretary  of  Arbitration 
Board  of  New  York  Building  Trades  Employers'  Associa- 
tion; Rev.  John  A.  Ryan,  St.  Paul's  Seminary. 

General  discussion. 

12.30.    Business  meeting.    Appointment  of  Committees. 

I  P.  M.  Luncheon  tendered  to  the  members  of  the  Association  by 
the  Corporation  of  Brown  University,  at  the  Lyman  Gym- 
nasium. 

Thursday,  December  27,  3  P.  M. 

ROUND  TABLE   MEETINGS. 

Rhode  Island  Historical  Society. 

1.  Higher    Commercial    Education.      Chairman,    Joseph     French 

Johnson,  School  of  Commerce,  Accounts  and  Finance,  New 
York  University. 

(a)  The  Comparative  Value  of  Theoretical  and  Practical  Work. 

(b)  Can  and  Should  Training  for  Business  be  placed  on  a  Pro- 
fessional Basis? 

Discussion  opened  by  Frank  W.  Taussig,  Harvard  University; 
Harvey  S.  Chase,  Expert  Accountant,  Boston ;  F.  A.  Cleve- 
land, New  York;  H.  S.  Person,  Dartmouth  College. 

Rockefeller  Hall,  Room  P. 

2.  Transportation.     Chairman,  Frank  H.  Dixon,  Dartmouth  Col- 

lege. 
The  Administration  of  the  New  Interstate  Commerce  Act. 
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Discussion  opened  by  Henry  C.  Adams,  Statistician  Interstate 
Commerce  Commission;  William  Z.  Ripley,  Harvard  Uni- 
versity. 

Maxey  Hall,  Room  2. 

3.  Money  and  Banking.   Chairman,  Davis  R.  Dewey,  Massachusetts 

Institute  of  Technology. 
The  Currency  Reform  Plans  before  Congress. 
Discussion    opened    by    Maurice    L.    Muhleman,    New    York; 

Henry  W.  Peabody,  Boston;  William  C.  Cornwell,  New 

York. 

Rockefeller  Hall  Auditorium. 

4.  Sociology.      A    joint    meeting   with    the    American    Sociological 

Society.   Chairman,  Walter  F.  Willcox,  Cornell  University. 

(a)  Western  Civilization  and  the  Birth  Rate. 

Discussion  opened  by  Edward  A.  Ross,  University  of  Nebraska; 
William  B.  Bailey,  Yale  University. 

(b)  The  Extent  of  Child  Labor  in  the  United  States. 
Discussion  opened  by  Samuel  McCune  Lindsay,  University  of 

Pennsylvania. 
5  to  7  P.  M.    Reception  by  Mrs.  William  B.  Weeden,  158  Waterman 
St.,  to  the  members  of  the  Associations. 

Third  Session — Thursday,  December  2^,  8  P.  M. 
Rockefeller  Hall  Auditorium. 

JOINT   session   with   THE   AMERICAN    HISTORICAL  ASSOCIATION. 
ECONOMIC  HISTORY. 

1.  Babeuf's  Place  in  the  History  of  Socialism.    Ulysses  G.  Weath- 

ERLY,  University  of  Indiana. 

2.  Labor    Organization   and    Labor    Politics,    1827-1837.     John    R. 

Commons,  University  of  Wisconsin. 

3.  Some  Recent  Theories  Concerning  the  Stages  of  Economic  De- 

velopment.   Edwin  F.  Gay,  Harvard  University. 

Discussion  by  Frederick  J.  Turner,  University  of  Wisconsin 
(with  reference  to  American  history)  ;  Simon  N.  Patten, 
University  of  Pennsylvania;  Edward  P.  Cheney,  University 
of  Pennsylvania ;  Katharine  Coman,  Wellesley  College. 

General  discussion. 
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Fourth  Session — Friday,  December  28,  10  A.  M. 
Sayles  Hall. 

JOINT    SESSION    WITH    THE    POLITICAL    SCIENCE    ASSOCIATION. 
INSURANCE. 

1.  The  Government  Control  of  Insurance  Companies.     Maurice  H. 

Robinson,  University  of  Illinois. 

2.  Some    Observations    Concerning   the    Principles    Which    Should 

Govern  the  Organization  and  Regulation  of  Life  Insurance 
Companies.    William  C.  Johnson,  New  York  Manager  The 
Phoenix  Life  Insurance  Company  of  Hartford,  Conn. 
Discussion  opened  by  Senator  William  W.  Armstrong,  Roches- 
ter, N.  Y. ;  Frank  Edward  Horack,  University  of  Iowa ;  W. 
G.  Langworthy  Taylor,  University  of  Nebraska. 
General  discussion. 
I  P.  M.     Luncheon  tendered  to  members  of  the  Association  by  the 
Trustees  of  the  Providence  Public  Library  and  the  Trustees 
of  the  Providence  Athenaeum,  at  the  Lyman  Gymnasium. 

Fifth  Session — Friday,  December  28,  3  P.  M. 
Sayles  Hall. 

the   relation   of  the   PROTECTIVE  TARIFF   TO   THE   TRUSTS. 

Papers  by 

1.  Albert  Clarke,  Secretary  Home  Market  Club,  Boston. 

2.  Byron  W.  Holt,  Editor  Moody's  Magazine,  New  York  City. 

3.  A.  W.  Flux,  McGill  University. 

Discussion  opened  by   Henry   B.   Gardner,   Brown  University; 
James  E.  Hagerty,  University  of  Ohio;  Albert  C.  Whit- 
aker,  Leland  Stanford  University. 
General  discussion. 
5.30  P.  M.    Business  meeting.    Election  of  officers. 
10  P.  M.    Smoker  at  the  Trocadero,  Mathewson  St. 


BUSINESS  MEETING  AT  PROVIDENCE,  R.  I. 
December  27,  1906. 


The  Association  met  in  Rockefeller  Hall  Auditorium, 
at  the  close  of  the  second  session,  12.30  p.  m.,  December 
27th. 
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As  the  Minutes  of  the  previous  meeting  had  been 
printed  in  the  pubhshed  Proceedings,  they  were  not  read. 

The  reports  of  the  Acting  Secretary  and  Treasurer, 
as  follows,  were  read  and  accepted : 

report  of  the  secretary  to  the  american  economic 
association. 

December  27,  1906. 

The  Executive  Committee  held  two  meetings  during 
the  past  year.  At  the  first  meeting  held  March  24  in 
New  York  City  the  Committee  authorized  the  deposit  of 
$2500.00  of  the  Association's  funds  in  the  Lincoln  Trust 
Company  of  New  York  City;  they  also  appointed  E.  L. 
Bogart  acting  Secretary  and  Treasurer  for  the  year  in 
view  of  the  intended  absence  from  the  country  of  Prof. 
W.  M.  Daniels.  Owing  to  the  removal  of  the  office  of 
Secretary  from  Ithaca  to  Princeton,  the  Secretary  was 
further  authorized  to  conclude  a  new  printing  contract, 
which  has  been  arranged  with  the  Princeton  University 
Press  on  terms  slightly  more  favorable  than  the  old  con- 
tract. The  publication  of  a  Bulletin  was  determined 
upon  at  an  expense  not  greater  than  $1,200.00  per  annum, 
and  Prof.  C.  W.  A.  Veditz  was  asked  to  act  as  editor. 
At  the  second  meeting  of  the  Executive  Committee,  held 
November  30,  at  Cambridge,  Prof.  Veditz  was  invited 
to  be  present  and  make  a  report  on  the  proposed  Bulletin. 
It  was  decided  that  the  Bulletin  should  be  issued  quar- 
terly and  should  include  signed  book-reviews,  reviews  of 
periodicals,  academic  notes  and  news,  and  reviews  and 
bibliographies  of  government  and  statistical  publications. 
A  report  will  be  made  on  this  subject  by  the  chairman 
of  the  committee  on  the  Bulletin,  Prof.  F.  A.  Fetter; 
Prof.  Hollander  also  has  a  report  to  make  for  the  Publi- 
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cation  Committee,  and  Prof.  Taussig  will  report  for  the 
Executive  Committee  on  the  time  and  place  of  the  next 
annual  meeting. 

The  first  number  of  the  publications  was  printed  at 
Ithaca  and  was  sent  to  the  members  of  the  Association 
in  June.  Owing  to  the  removal  of  the  Secretary's  office 
and  the  unexpected  perplexities  of  the  work  under  the 
new  conditions  there  was  a  slight  delay  in  the  issue  of  the 
second  and  third  numbers,  they  appearing  in  July  and 
September  respectively.  The  fourth  number  was  issued 
as  usual  in  November.  The  Handbook  of  the  Associa- 
tion, containing  the  list  of  members,  the  business  pro- 
ceedings of  the  annual  meeting,  and  a  list  of  doctoral 
dissertations  being  written  at  the  important  universities 
and  colleges,  was  issued  separately  as  a  supplement  to 
the  August  number.  The  convenience  of  having  these 
data  under  a  separate  cover  would  seem  to  justify  the 
continuance  of  this  practice. 

At  the  date  of  this  report  there  are  1040  members  and 
subscribers,  this  being  an  increase  of  eight  over  last  year. 
During  the  present  year  six  members  have  died,  twenty- 
six  members  have  resigned  and  three  subscribers  stopped, 
and  three  members  were  dropped ;  the  total  loss  of  mem- 
bers being  thirty-eight.  There  have  been  added  29  new 
members  and  17  subscribers. 

The  Secretary  and  the  Acting  Secretary  both  wish  to 
record  their  appreciation  of  the  generous  assistance  given 
them  in  their  new  work  by  the  former  Secretary,  Prof. 
Frank  A.  Fetter,  whose  knowledge  and  advice  have  been 
freely  drawn  upon. 

Respectfully  submitted, 

Ernest  L.  Bogart, 

Acting  Secretary. 
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TREASURER  S    REPORT. 

Debits. 

Cash  on  hand  date  of  last  report $4,803  68 

Sales  and  subscriptions : 

Macmillan    $617  07 

Secretary's  office   315  65 

Reprints    42  71 

Annual  dues   2,088  59 

Interest    52  50 

Rebate  on  insurance 20  84 

Total  current  receipts 3,i37  36 

Credits. 

Expenses  of  publication $1,843  09 

Expenses  of  Secretary-Treasurer....     1,361  93 
Expenses  of  i8th  Annual  Meeting. . .  59  20 

Total  current  expenses $3,264  22 

Total  cash  balance 4,676  82 


$7,941  04    $7,941  04 

All  bills  presented  to  date  have  been  paid;  the  out- 
standing items  will  aggregate  less  than  $25. 

It  will  be  noticed  that  both  the  expenses  for  publication 
and  those  of  the  Secretary's  and  Treasurer's  office  are 
larger  than  last  year.  Over  $450  of  the  publication  ex- 
penses represent  the  cost  of  the  delayed  fourth  number 
of  Volume  VI  and  properly  belong  to  the  budget  of  the 
previous  year.  The  expenses  of  moving  and  clearing  up 
a  number  of  old  bills  that  had  run  on  in  Ithaca  for  some 
time  brought  up  the  expenses  of  the  Secretary's  office  to 
an  unusually  large  figure,  which  will  not  again  be  ap- 
proached. 

The  cash  balance  in  the  treasury  has  been  steadily 
growing  the  last  few  years,  but  at  this  date  shows  a 
slight  decline  from  the  high-water  mark  of  last  year. 
With  the  publication  of  the  Bulletin  this  surplus  will 
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probably  be  depleted  considerably.  It  is,  however,  diffi- 
cult to  conceive  of  a  more  desirable  way  of  using  the 
surplus,  or  one  that  would  yield  larger  benefits  to  the 
members  of  the  Association,  than  the  policy  of  extending 
its  activities  along  these  lines. 

Respectfully  submitted, 

Ernest  L.  Bogart^ 

Acting  Treasurer. 

Mr.  Seager  moved  the  appointment  of  a  committee  to 
audit  the  Treasurer's  accounts.     Carried. 

Mr.  Hollander  moved  the  appointment  of  committees 
on  nominations  and  on  resolutions.     Carried. 

The  committees  appointed  by  the  President  were  as 
follows :  on  nominations :  R.  T.  Ely,  H.  R.  Seager,  F.  A. 
Fetter,  L.  Hutchinson,  W.  G.  L.  Taylor.  On  auditing  of 
accounts,  M.  H.  Robinson,  D.  C.  Barrett.  On  resolu- 
tions, J.  H.  Hollander,  U.  G.  Weatherly,  D.  R.  Dewey. 

The  chairman  of  the  Publication  Committee  reported 
as  follows  upon  the  publication  work  of  the  year:  The 
Association  has  issued,  as  usual,  four  monographs,  No. 
I  being  the  Proceedings  of  the  annual  meeting  and  the 
remaining  three,  independent  essays.  For  the  first  time 
in  the  experience  of  the  Association,  these  have  all  been 
issued  on  schedule  time,  and  with  the  superior  printing 
facilities  now  enjoyed,  it  is  probable  that  this  record  can 
be  maintained.  The  Committee  is  either  in  possession,  or 
in  receipt  of  definite  assurances  of  a  suf^cient  number  of 
monographs  to  make  it  certain  that  the  Association  can 
continue  publishing  monographs  of  at  least  as  good 
quality  as  heretofore  and  even  increase  their  number 
should  resources  permit.  In  view,  however,  of  the  larger 
responsibilities  entailed  by  the  bulletin  project — with  the 
preparation  and  issue  of  which  the  Publication  Committee 
is  not  directly  concerned — it  is  doubtful  whether  at  this 
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time  any  further  enlargement  of  publication  activity- 
should  take  place. 

Mr.  Frank  A.  Fetter  reported  on  behalf  of  the  Execu- 
tive Committee  regarding  the  Journal  authorized  at  the 
meeting  of  the  Association  last  year.  The  committee 
has  agreed  upon  a  plan  of  a  Quarterly  Bulletin  to  be  in 
the  nature  of  a  professional  Journal  for  economic  and 
social  students,  to  contain  personal  notes  and  current 
professional  news,  and  to  be  given  mainly  to  bibliography 
of  current  literature.  Professor  C.  W.  A.  Veditz  of  the 
George  Washington  University  has  accepted  the  chief 
editorship,  twenty  departments  have  been  planned,  and 
nearly  all  of  the  department  editors  have  been  selected 
and  have  accepted  the  positions.  It  is  hoped  to  begin 
the  publication  of  the  Bulletin  in  April,  1907. 

Mr.  Taussig  reported  for  the  Executive  Committee  on 
the  question  of  time  and  place  of  the  next  meeting  in 
favor  of  a  meeting  at  Madison,  Wis.,  in  1907,  in  connec- 
tion with  the  other  Associations.  It  was  moved  that  the 
Association  confirm  the  recommendation  and  adopt  Mad- 
ison as  the  place  of  meeting  in  1907.     Carried. 

The  President  announced  a  business  meeting  of  the 
Association  for  Friday,  December  28th,  at  5.30  p.  m.,  in 
Sayles  Hall. 

The  meeting  adjourned. 


MEETING  OF  THE  ASSOCIATION. 


The  meeting  was  called  to  order  by  President  Jenks, 
in  Sayles  Hall,  at  5.30  p.  m.,  Friday,  December  28th. 

Mr.  Robinson  reported  on  behalf  of  the  Auditing  Com- 
mittee that  they  had  been  unable  to  complete  their  audit, 
as  some  of  the  necessary  documents  had  not  been  brought 


40 

to  Providence,  but  that  they  asked  to  be  continued.  It 
was  moved  by  Mr.  Emery  that  the  Auditing  Committee 
be  continued  and  instructed  to  report  to  the  Executive 
Committee.     Carried. 

(The  following  report  was  subsequently  made  to  the 
Executive  Committee  and  approved  by  them:) 
To  the  Executive  Committee  of  the  American  Economic 
Association : 
The  Auditing  Committee  in  accordance  with  instruc- 
tions of  the  Association  on  December  28th,  1906,  at 
Providence,  have  carefully  and  at  length  examined  the 
books,  vouchers,  and  accounts  of  the  Secretary-Treasurer 
and  have  found  them  correct  and  full  in  every  detail  to 
our  best  knowledge  and  belief. 

Maurice  H.  Robinson, 

Urbana,  111.,  Jan.  15,  1907, 
Don  C.  Barrett, 

Haverford,  Pa.,  Jan.  26,  1907. 
Auditing  Committee. 

The  Nominating  Committee  reported  the  names  of  the 
following  officers :  President,  Jeremiah  W.  Jenks ;  First 
Vice-President,  Davis  R.  Dewey ;  Second  Vice-President, 
C.  B.  Fillebrown;  Third  Vice-President,  Charles  P. 
Neill;  Members  of  the  Executive  Committee,  F.  H. 
Dixon  and  H.  R.  Seager  for  re-election  for  three  years; 
Members  of  the  Publication  Committee  for  three  years  in 
place  of  David  Kinley  and  H.  R.  Seager,  David  Kinley 
and  James  W.  Crook. 

On  motion  of  Mr.  Bullock  the  Secretary  was  instructed 
to  cast  one  ballot  for  these  names.  The  motion  was 
unanimously  carried,  and  the  officers  were  declared 
elected. 

The  Committee  on  Resolutions  reported  as  follows : 

The  Committee  on  Resolutions  beg  leave  to  present 
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the  following  statement  and  to  move  its  adoption  as  a 
formal  resolution : 

The  American  Economic  Association  desires  to  give 
expression  to  its  sincere  appreciation  of  the  hearty  co- 
operation, the  sustained  interest  and  the  warm  hospitality 
of  so  many  of  the  citizens  and  of  the  institutions  of  Provi- 
dence, in  connection  with  the  nineteenth  annual  meeting, 
and  to  which  the  success  of  the  meeting  has  in  such  large 
measure  been  due. 

In  this  sense  it  extends  its  earnest  thanks  to  President 
W.  H.  P.  Faunce  and  the  Corporation  of  Brown  Uni- 
versity, to  the  Board  of  Governors  of  the  University 
Club,  to  the  Brown  Union,  to  the  Committee  of  Man- 
agement of  the  John  Carter  Brown  Library,  to  the  Trus- 
tees of  the  Providence  Public  Library,  to  the  Trustees  of 
the  Providence  Athenseum,  to  the  Trustees  of  the  Rhode 
Island  School  of  Design,  to  Mr.  and  Mrs.  William  Bab- 
cock  Weeden,  to  the  Local  Committee  of  Arrangements, 
and  to  the  Reception  Committee  of  Ladies. 

The  Secretary  will  communicate  the  resolution  herein 
taken,  and  will  make  record  thereof  in  the  minutes  of  the 
Association. 

The  meeting  adjourned. 


FOURTH  LIST  OF  DOCTORAL  DISSERTATIONS  IN  PO- 
LITICAL ECONOMY  IN  PROGRESS  IN  AMERICAN 
UNIVERSITIES  AND  COLLEGES,  JANUARY  i,  1907. 

Note. — The  appended  list  has  been  compiled  from  responses  re- 
ceived to  a  circular  of  inquiry  addressed  by  the  Publication  Com- 
mittee to  all  institutions  represented  in  the  American  Economic 
Association.  Students  not  in  actual  residence  are  distinguished  by 
an  asterisk  [*].  Students  whose  period  of  continuous  non-residence 
exceeds  three  years  are  omitted  from  the  list.  The  last  date  given 
is  the  probable  date  of  completion. 

The  first  list  of  this  kind  was  dated  January  i,  1904,  and  was  sent 
to  all  members,  but  not  regularly  bound  in  the  publication.  The 
second  list,  dated  January  i,  1905,  is  included  in  Third  Series,  Vol. 
VI,  p.  JZl-  The  third  list,  dated  January  i,  1906,  is  included  in  the 
Hand  Book  for  1906,  p.  43,  which  was  published  as  a  supplement  to 
Vol.  VII,  No.  3- 

BRYN  MAWR. 

Marian  Parris,  A.B.,  Bryn  Mawr,  1901.  The  Economic  Judgment 
and  Total  Utility;  a  comparison  of  certain  ethical  and  eco- 
nomic forms.     1907. 

COLUMBIA. 

JiROSHi  AstniATANi,  A.B.,  Doshisha  College,  Japan,  1892.  The  evolu- 
tion of  the  family,  marriage  and  divorce  in  Japan  since  the 
feudal  period.     1907. 

Eugene  Edward  Agger,  A.B.,  A.M.,  University  of  Cincinnati,  1901, 
1902.    The  budget  in  the  American  commonwealths.     1907. 

George  B.  L.  Arner,  A.B.,  German  Wallace  College,  1904;  A.M., 
Columbia,  1906.  Consanguineous  marriages  in  the  American 
population.     1908. 

Seiichi  Amano,  A.B.,  Doshisha  Gakow;  A.M.,  Columbia,  1906. 
Public  finance  in  Japan  since  the  restoration.     1908. 

*Arbaham  Berglund,  A.B.,  University  of  Chicago,  1904.  The  United 
^  States  Steel  Corporation.     1907. 

NoRRis  Arthur  Brisco,  A.B.,  A.M.,  Queens  University,  1898,  1901. 
The  economic  policy  of  Robert  Walpole.     1907. 

W.  B.  Catlin,  A.B.,  University  of  Nebraska,  1903.  Labor  in  Poli- 
tics.    1908. 

Robert  C.  Chapin,  A.B.,  Beloit  College,  1895;  A.M.,  1898.  The 
standard  of  life  of  the  working  population  in  New  York.    1907. 
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John  Maurice  Clark,  A.B.,  Amherst  College,  1905;  A.M.,  Colum- 
bia, 1906.    The  theory  of  railroad  rates.    1908. 

Robert  E  Chaddock,  A.B.,  Wooster  University,  1900;  A.M.,  Colum- 
bia University,  1906.  Changes  due  to  the  influence  of  the 
South  on  Southern  Ohio.    1908. 

*Allen  Barber  Eaton,  Ph.B.,  Beloit  College,  1899;  A.M.,  Yale,  1902. 
Minor  political  parties  in  the  United  States.    1907- 

Harry  George  Friedman,  A.B.,  University  of  Cincinnati,  1904-  The 
taxation  of  corporations  in  Massachusetts.    1907. 

♦Paul  Leroy  Foucht,  A.B.,  University  of  Chicago;  A.M.,  Ohio 
Northern    University.      Combination    in    the    sugar    mdustry. 

1007 
James  Henry  Gilbert,  A.B.,  University  of  Oregon,  1903.  Trade  and 

currency  in  early  Oregon.    1907- 
William  B.  Guthrie,  B.S.,  Lenox  College,  1893;  Ph.B.,  Umversity 

of  Iowa   1895.    Pre-Revolutionary  Socialism..     1907- 
Frank  Hamilton  Hankins,  A.B.,  Baker  University,  1901.    Adolphe 

Quetelet  as  statistician.     1907. 
Robert  Tudor  Hill,  A.B.,  University  of  Nebraska,  1903.    Migration 

adaptation  and  survival  of  puritan  institutions  in  the  United 

States.     1907.  ,.  Tj 

Olin  Ingraham,  A.B.,  Wesleyan,  1904;  A.M.,  Columbia,  1905.    Pre- 
cision   in    demand    and    supply    valuation    as    an    inter-class 
problem.    1908. 
Meyer  Jacobstein,   A.B.,   A.M.,   Columbia   University,    1904,    I905- 

The  tobacco  industry  in  the  United  States.     1907. 
Edwin  Gifford  Lamb,  A.B.,  Stanford  University,  1904.    The  Salva- 
tion Army's  social  work.     1907. 
Paul  U.  Kellogg.    Industry  and  community;  a  study  of  organization 

in  Greenwich  village.     1908. 
Edward  Henry  Lewinsky,  University  of  Warsaw,  1902.    The  eco- 
nomic development  of  Poland  in  the  nineteenth  century.    190S. 
Eli  Atham  Merchant,  A.B.,  Amherst  College,  1905;  A.M.,  Colum- 
bia University,  1906.    The  railroad  problem.     1908. 
Bertha   Haven    Putnam,    A.B.,   Bryn   Mawr    College,    1893.     The 

enforcement  of  the  statute  of  laborers.    1907- 
O.  W.  Snodgrass,  A.B.,  New  York  University,  1895.    Economic  basis 

of  the  American  legal  decisions  on  taxation.     1908. 
*Alvan    a.   Tenney,    A.B.,    Columbia,    1898;    A.M.,    1899-     Social 

democracy  and  population.     1907. 
Joseph   Harding  Underwood,  A.B.,  Western  College,   1902;   A.M., 
State  University  of  Iowa,  1904.     The  socialization  of  owner- 
ship.    1907-  „ 
Solomon    Vineberg,    A.B.,    MagiU   University,    1906.     Taxation   m 

Canada.    1908. 
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Ethel  Douge  Wilcox,  A.B.,  A.M.,  Columbia,  1903,  1905.  Social  fac- 
tors of  reconstruction  in  the  south.    1908. 

Charles  Clarence  Williamson,  A.B.,  Western  Reserve  University, 
1900.    The  financial  history  of  Cleveland,  O.     1907. 

*David  Laforest  Wing,  B.S.,  Massachusetts  Institute  of  Technology, 
1898.    The  greenback  movement  in  Maine.     1907. 

Howard  Brown  Woolston,  A.B.,  Yale,  1898;  A.M.,  Harvard,  1902. 
Descriptive  sociology  of  Manhattanville,  New  York.    1907. 

CORNELL. 

HuvH  Dysart  Cutler,  A.B.,  Cornell,  1902;  A.M.,  LL.B.,  Columbia, 

1906.    Chamberlain's  fiscal  poHcy  for  the  British  Empire.    1908. 
Albert  Anthony  Giesecke.  B.S.,  University  of  Pennsylvania,  1904. 

The  history  and  policy  of  the  commercial  legislation  of  the 

United  States.    1908. 
Emanuel  Alexander  Goldenweiser,  A.B.,  Columbia,   1903;  A.M., 

Cornell,    1905.      Russian    immigration   to    the    United    States. 

1907. 
Burdette  Gibson  Lewis,  A.B.,  University  of  Nebraska,  1904.     The 

mayoralty  of  New  York  City.     1907. 
Oliver  Gary  Lockhart,  A.B.,  A.M.,  Indiana  University,  1903,  1905. 

City  expenditures  in  the  U.  S.     1907. 
Helen  Louise  Young,  A.B.,  Cornell,  1900.     The  New  York  State 

Constitutional  Convention  of  1821.    1908. 

DENVER. 

James  William  Ellison,  A.B.,  University  of  Denver,  1902;  A.M., 
same,  1903.     Financial  history  of  Colorado.     1908. 

HARVARD. 

William  Bradford  Buck,  A.B.,  Albion  College,  1895,  Harvard 
University,  1896;  A.M.,  Albion  College,  1896,  Harvard  Uni- 
versity, 1898.     New  York  State  and  the  child. 

Melvin  Thomas  Copeland,  A.B.,  Bowdoin  College,  1906.  Cotton 
manufacture  in  the  United  States.     1909. 

John  Daniels,  A.B.,  A.M.,  Harvard  University,  1903,  1904.  The 
Negro  in  Boston.     1908. 

Edmund  Ezra  Day,  S.B.,  A.M.,  Dartmouth  College,  1905,  1906. 
Taxation  of  corporations  in  Connecticut  and  Maine.     1908. 

James  Alfred  Field,  A.B.,  Harvard  University,  1903.  The  move- 
ment of  population  in  different  social  classes. 

James  Ford,  A.B.,  A.M.,  Harvard  University,  1905,  1906.  The 
standard  of  living  in  East  Cambridge.     1908. 
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Howard  Levi  Gray,  A.B.,  University  of  Rochester,  1897,  Harvard 
University,  1898;  A.M.,  Harvard  University,  1900.  Inner 
colonization  of  England  to  1300.     1907. 

Arthur  Norman  Holcombe,  A.B.,  Harvard  University,  1906.  The 
telephone  situation  in  Europe  and  the  United  States.     1908. 

Charles    Phillips    Huse,   A.B.,   A.M.,    Harvard   University,    1904, 

1905.  Financial  history  of  Boston,  1821-1860,  with  preliminary 
chapter.     1907. 

William  Jackman,  A.B.,  A.M.,  University  of  Toronto,  1896,  1900. 
The  development  of  transportation  in  modern  England  before 
the  steam  railway  era.     1908. 

Walter  Wallace  McLaren,  A.M.,  B.D.,  Queeen's  University,  1899, 
1902.     History  of  the  Canadian  tariff.     1908. 

Selden  Osgood  Martin,  A.B.,  Bowdoin  College,  1903 ;  A.M.,  Har- 
vard University,  1904.  The  tobacco  industry  in  the  United 
States.     1908. 

Frank  Richardson  Mason,  A.B.,  A.M.,  Harvard  University,  1905, 

1906.  The  silk  industry  in  Europe  and  America.     1908. 
Charles  Edward  Persons,  A.B.,  Cornell  College,  Iowa,  1903;  A.M., 

Harvard,    1905.      Labor    conditions    and    labor    legislation    in 

Massachusetts,  1909. 
William  Oscar  Scroggs,  S.B.,  S.M.,  Alabama  Polytechnic  Institute, 

1899,  1900;  A.M.,  Harvard  University,  1905.     History  of  the 

United  States  (1783-1861).     1907. 
Abbott  Payson  Usher,  A.B.,  A.M.,  Harvard  University,  1904,  1905. 

The  French  corn  laws,  1515-1789.     1908. 
Grace  Faulkner  Ward,  A.B.,  Smith  College,  1900;  A.M.,  Radchflfe 

College,  1905.     History  of  the  Levant  Company.     1908. 

JOHNS  HOPKINS. 

*Gosta   Adolsson   Bagge,   Filosofie  Kandidat,   Royal   University  of 

Upsala,  1904.    Trade  unionism  in  Sweden. 
Solomon  Blum,  A.B.,  Johns  Hopkins  University,  1903.     The  shop 

regulations  of  American  trade  unions.    1907. 
*William   H.  Buckler,  A.B.,  University  of  Cambridge,   1890,  and 

LL.B.,  1901.    Trade  unionism  and  the  standard  wage. 
Edwin  T.  Cheetham,  A.B.,  Wooster  University,   1897.     American 

trade  unions  and  machinery. 
Theodore  W.  Glocker,  A.B.,  Johns  Hopkins  University,  1903.    The 

structure  of  American  trade  unions.     1907. 
*HuGH  S.  Hanna,  A.B.,  Johns  Hopkins  University,  1899.    The  finan- 
cial history  of  Maryland.    1906.    In  press,  degree  awarded. 
James  B.  Kennedy,  A.B.,  Erskine  College,   1892.     The  beneficiary 

features  of  American  trade  unions.    1907. 
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David  A.  McCabe,  A.B.,  Harvard  University,  1904.  The  minimum 
wage  as  a  bargaining  device. 

♦James  M.  Motley,  A.B.,  William  Jewell  College,  1901.  The  appren- 
tice and  American  trade  unions.  1906.  In  press,  degree 
awarded. 

Ernest  R.  Spedden,  A.B.,  Dickinson  College,  1904.  The  union  label 
in  American  trade  unions.     1908. 

IOWA. 

Clyde  Orval  Ruggles,  Iowa  State  Normal,  M.Di.,  1904;  A.B.,  1906; 
University  of  Iowa.    The  greenback  movement  in  Iowa.     1909. 

MICHIGAN. 

Wilbur  O.  Hedrick,  A.M.,  Michigan,  1905.    The  history  of  railroad 

Taxation  in  Michigan.    June  1907. 
Hideo   Sakuma,  A.M.,   Michigan,   1905.     The   financial  history   of 

Formosa.    June  1907. 

northwestern. 
Taro  Kinugawa,  A.B.,  Keio  College,  Tokyo,  Japan,   1893;   Ph.B., 
Hiram  College,  1903.     Recent  developments  and  tendencies  in 
the  sugar  industry  and  trade  of  the  United  States.    1907. 

WISCONSIN. 

Lewis  Albert  Anderson,  B.L.,  University  of  Wisconsin,  1899.  Gov- 
ernment supervision  of  insurance.    June,  1907. 

John  Bertram  Andrews,  B.L.,  University  of  Wisconsin,  1904;  A.M., 
Dartmouth  College,  1905.  The  boycott  and  the  blacklist.  June, 
1907. 

Robert  Campbell,  A.B.,  University  of  Wisconsin,  1906.  History  and 
the  economic  effects  of  the  laws  for  the  taxation  of  mortgages. 

Alexander  Edmond  Cance,  A.B.,  MacAlester  College,  1896;  M.A., 
University  of  Wisconsin,  1906.  The  relation  of  the  farmer  to 
the  land :   a  study  of  land  tenure  in  Mississippi  and  Louisiana. 

John  Lee  Coulter,  A.B.,  A.M.,  University  of  North  Dakota,  1904, 
1905.  History  of  the  agricultural  industry  in  the  Red  River 
Valley  of  the  North. 

Frederick  Shipp  Deibler,  A.B.,  Hanover  College,  1900;  A.B.,  A.M., 
Harvard  University,  1903,  1904.  History  of  the  amalgamated 
woodworkers'  international  union  of  America.     June,  1907. 

Grover  Dunn  Hancock,  M.A.,  William  Jewell  College.  History  of 
the  National  Banking  System  1862- 1879.     1908. 

Ralph  Henry  Hess,  B.S.,  Colorado  Agricultural  College,  1897; 
M.S.,  Colorado  Agricultural  College,  1904.  Irrigation  eco- 
nomics.   June,  1907. 
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Kyugoro  Ishizawa.    War  finance  in  Japan.    June,  1907. 

Theresa  S.  McMahon.  The  effect  of  recent  industrial  changes  upon 
the  home. 

Alfred  Clay  Millican.  History  of  transportation  in  the  state  of 
Washington. 

Warren  Milton  Persons,  B.S.,  University  of  Wisconsin,  1899.  The 
development  of  banking  in  New  Hampshire.    June,  1907. 

John  Giffin  Thompson,  A.B.,  Wooster  University,  1900;  A.M., 
University  of  Chicago,  1904.  The  rise  and  decline  of  the  wheat 
industry  in  Wisconsin.    June,  1907. 

Clement  Le  Verne  Waldron,  A.B.,  University  of  Nebraska.  His- 
tory of  anti-trust  legislation  in  the  Northern  States. 

YALE. 

John  Bauer,  B.A.,  Doane  College,  1904;  Yale  Universit}^  1906.  The 
Italians  in  New  Haven.     1908. 

Theodore  Harding  Boggs,  B.A.,  M.A.,  Acadia  University,  1902,  1904; 
Yale  University,  A.B.,  1905.  Effects  of  the  loyalist  migration 
to  Canada.    1908. 

Harry  Gunnison  Brown,  B.A.,  Williams  College,  1904.  Railway 
combination  and  its  effects  on  rates.     1908. 

Ernest  Frank  McGregor,  B.A.,  University  of  Minnesota,  1901 ; 
B.D.,  M.A.,  Yale  University,  1904,  1906.  Anthropology  of  the 
Old  Testament.     1908. 

Julius  Hall  Parmelee,  B.A.,  M.A.,  Yale  University,  1904,  1906. 
Labor  legislation  in  Rhode  Island.     1908. 

Arthur  Harrington  Taylor,  B.A.,  M.A.,  Acadia  College,  1903; 
Yale  University,  1905,  1906.  Emigration  from  the  United 
States  to  Canada.     1908. 

John  Ker  Towles,  B.S.,  M.A.,  Tulane  University,  1902,  1904.  Rela- 
tion of  directors  to  stockholders.     1908. 

William  Gilbert  Lathrop,  B.A.,  Brown  University,  1889;  B.D., 
M.A.,  Yale  University,  1892,  1905.  The  brass  industry  in  Con- 
necticut.    1907. 


Publications  of  the  American  Economic  Association 
FIRST    SERIES 

VOLUME  I,  1886 

No.  Price  in  paper 

I.  Reportof  Organization  of  the  American  Economic  Association.  Pp.46.  $.  50 

2-3.  *  Relation  or  the  Modern  Municipality  to  the  Gas  Supply.    By  E.  J.  James. 

Pp.     66.  .75 

4.  Co-operation  in  a  Western  City.     By  Albert  Shaw.     Pp.     106.  .75 

5.  *Co  operation  in  New  England.     By  Edward  W.  Bemis.     Pp.     136.      .75 

6.  *Relation  of  the  State  to  Industrial  Action.     By  Henry   C.   Adams. 

Pp.    85.  .75 

VOLUME  II,  1887 

1.  Thtee  phases  of  Co  operation  in  the  West.  Bv  Amos  G.  Warner.  Pp.  119.  .75 

2.  Historical  Sketch  of  the  Finances  of  Pa.  By  T.  K.  Worthington.  Pp.  106.  .75 

3.  The  Railway  Question.     By  Edmund  J.  James.     Pp.  68.  ,75 

4.  The  Early  History  of  the  English  Woolen  Industry.     By  W.  J.  Ashley. 

Pp.  85.  .75 

5.  Mediaeval  Guilds  of  England.     By  Edwin  R.  A.  Seligman.     Pp.   113.     .75 

6.  Relation  of  Modern  Municipalities  to  Quasi-Public  Works.     By  H.  C.  Ad- 

ams and  others.     Pp.  87.  .75 

VOLUME   III,  1888 

1.  Statistics  in  College,  by  C.  D.  Wright ;   Sociology  and  Political  Economy, 
by  F.  H.  Giddings  ;  The  Legal-Tender  Decisions,  by  E.  J.  James.  Pp.  80.  .75 

2.  Capital  and  its  Earnings.     By  John  B.  Clark.     Pp.  69.  .75 

3.  The  Manual  Laboring  Class,  by  F.  A.  Walker;  Mine  Labor  in  the  Hock- 
ing Valley,  by  E.  W.  Bemis  ;  Report  of  the  Second  Annual  Meeting.  Pp.  86.  .75 
4-5.  **Statistics  and  Economics.  By  Richard  Mayo-Smith.  Pp.  127.  i.oo 
6.  The  Stability  of  Prices.     By  Simon  N.  Patten.     Pp.  64.  .75 

VOLUME  IV,  1889 

1.  Contributions  to  the  Wages  Question ;  The  Theory  of  Wages,   by    Stuart 
Wood  ;  Possibility  of  a  Scientific  Law  of  Wages,  by  J.  B.  Clark.  Pp.  69.     .75 

2.  Socialism  in  England.     By  Sidney  Webb.     Pp.  73.  .75 

3.  Road  Legislation  for  the  American  State.     By  J.  W.  Jenks.     Pp.  83.     .75 

4.  Third  Annual  Meeting  :   Report  of  the  Proceedings.     Pp.   123.  .75 

5.  Malthus  and  Ricardo,  by  S.  N.  Patten  ;  The  Study  of  Statistics,  by   D.   R. 

Dewey  ;  Analysis  in  Political  Economy,  by  W.  W.  Folwell.  Pp.  69.     .75 

6.  *An  Honest  Dollar.     By  E.  Benjamin  Andrews.     Pp.  50.  .75 

VOLUME  V,  1890 
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PREFACE. 

In  this  study  the  purpose  has  been  to  discuss  the  labor 
legislation  of  Connecticut  historically  and  critically,  and, 
so  far  as  possible,  to  trace  the  economic  effects  of  the 
different  laws.  The  aim  has  been  to  treat  only  those  laws 
which  belong  to  the  industrial  period  in  Connecticut — 
those  which  have  been  enacted  since  the  rise  of  the  fac- 
tory system,  and  the  industrial,  wage-working  class.  Few 
of  these  laws  ante-date  the  year  1842.  The  laws  of  the 
colonial  period,  many  of  which  extend  far  over  into  this 
period,  are  not  discussed.  The  selection  of  laws  for  dis- 
cussion has  been  arbitrary.  Those  have  been  included 
which,  to  the  writer,  seemed  to  be  the  important  labor 
laws  of  Connecticut. 

The  numerous  subjects  discussed  and  the  length  of  the 
period  covered  has  prevented  as  intensive  a  study  of 
certain  points  as  the  writer  would  have  liked.  On  some 
of  the  subjects  little  is  published,  and  often  what  is  pub- 
lished is  not  reliable.  Frequently  the  memory  of  the 
people  interviewed  was  found  to  be  short  and  treacher- 
ous. At  certain  points  the  abundance  of  the  legislation 
renders  the  movement  slow  and  tedious.  The  writer 
regrets  that  this  is  necessarily  so. 

My  special  gratitude  is  due  Professor  Henry  W,  Far- 
nam,  of  Yale  University,  for  valuable  suggestions  and 
criticisms.  It  is  a  pleasure  to  acknowledge  my  obliga- 
tions for  the  courtesies  extended  and  the  services  ren- 
dered by  the  Secretary  and  Agents  of  the  State  Board  of 
Education  of  Connecticut,  by  the  Factory  Inspector  of 
Connecticut  and  his  deputies,  and  by  the  Commissioner 
of  the  Connecticut  Bureau  of  Labor  Statistics  and  his 
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clerks.  To  the  large  number  of  manufacturers,  work- 
ingmen,  officials  of  labor  organizations  and  others  who 
furnished  me  information,  I  am  truly  thankful.  I  am 
indebted  to  the  Carnegie  Institution  of  Washington  for 
financial  aid  while  pursuing  my  investigations. 

Alba  M.  Edwards. 
New  Haven,  Conn.,  May  i,  1906. 


CHAPTER  I. 

CHILD  LABOR. 

The  child  labor  laws  constitute  the  earliest  and  most 
important  branch  of  labor  legislation  in  Connecticut. 
They  are  also  the  most  voluminous.  The  leading  citizens 
and  legislators  early  recognized  the  right  and  duty  of 
the  State  to  secure  the  best  welfare  of  all  its  citizens  by 
securing  to  each  child  a  minimum  of  education  and  a 
natural  physical  and  moral  development;  and  the  State 
has  long  assumed  its  right  to  control  the  child,  (i)  for 
its  own  safety,  (2)  for  the  welfare  of  its  citizens,  and 
(3)  for  the  benefit  of  its  ward,  the  child. 

There  has  been  but  little  need  for  a  justification  of  the 
right  of  the  State  to  regulate  child  labor.  At  the  time  of 
the  enactment  of  the  first  law,  in  1842,  it  had  been  but  a 
generation  since  the  people  of  Connecticut  were  accus- 
tomed to  the  General  Court  regulating  the  minute  details 
of  family  life — dress,  manners,  occupation,  recreation. 
It  is  in  a  later  generation  that  we  meet  the  first  protest 
that  the  State  is  infringing  on  parental  rights.  Then, 
experience  had  shown  that  "parents  are  not  the  best 
judges  of  the  advantages  or  disadvantages  of  protective 
legislation,"  that  they  are  not  "unprejudiced  judges," 
that  "they  are  too  short-sighted  to  see  the  inevitable  and 
far-reaching  effects  of  their  action,"  that  "they  whose 
interest  it  is  to  oppose  reform  are  [not]  those  best  quali- 
fied to  decide  as  to  its  necessity,"  and  that  often  "they 
require  the  education  of  the  law  to  arouse  them  to  a 
consciousness  of  parental  responsibility."^ 

^  Economic  Rev.,  10 :  350. 
413]  ^ 
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This  legislation  covers  two  periods,  1842- 1869,  and 
1869-1906.  The  first  period  is  characterized  (i)  by  a 
deep  interest  in  the  subject  on  the  part  of  the  State  Board 
of  Education  and  a  few  leading  citizens,  and  an  almost 
utter  lack  of  interest  on  the  part  of  the  general  public; 
(2)  by  a  deplorable  absence  of  any  official  information 
as  to  the  exact  conditions  that  existed  in  the  factories  of 
the  State;  and  (3)  by  the  enactment  of  a  few  loosely 
constructed  laws,  without  the  creation  of  any  adequate 
enforcing  power.  During  the  second  period  there  has 
been  a  growing  public  interest  in  the  matter;  the  laws 
have  been  increased  in  number  and  made  more  stringent ; 
their  enforcement  has  become  gradually  less  lax,  and 
they  have  become  more  effective  for  good. 

In  the  discussion  of  the  first  period  the  Reports  of  the 
State  Board  of  Education  must  be  relied  on  almost 
wholly.  These  were  based  on  no  thorough  investigation 
of  conditions,  but  only  on  the  reports  of  school  visitors, 
superintendents,  etc.  In  the  absence  of  other  accounts  I 
ofTer  what  I  have  gleaned  from  them  for  what  it  is  worth, 
recognizing  fully  that  many  of  these  statements  may  be 
biased  and  that  almost  all  are  based  upon  insufficient 
observation  and  investigation.  From  what  later  investi- 
gations have  revealed  it  is  safe  to  assume  that  these 
reports  are  optimistic  rather  than  otherwise. 

I.  Legislation  from  1842  to  1869. 
Child  labor  legislation  in  Connecticut  began  in  the 
year  1842.  The  few  laws  in  the  interest  of  children 
passed  before  this  time  were  religious  or  educational 
rather  than  labor  laws.  They  were  prompted  by  interest 
in  the  child's  spiritual  and  moral  welfare,  and  not  by  any 
interest  in  its  physical  welfare,  or  by  an  appreciation  of 
its  rights  or  of  the  duty  of  society  to  it.     There  were 
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two  of  these  laws  before  1842,  and  although,  strictly 
speaking,  they  were  not  labor  laws,  yet  they  were  the 
forerunners  of  labor  legislation.  In  them  are  found  the 
dim  beginnings  of  much  of  the  later  child  labor  legis- 
lation. 

Lazv  of  1650. — The  first  of  these  is  contained  in  the 
Connecticut  code  of  1650.    It  provided  that, 

"Forasmuch  as  the  good  education  of  children  is  of 
singular  behoofe  and  benefit  to  any  commonwealth" 
parents  "shall  not  suffer  so  much  barbarisme  in  any  of 
theire  familyes  as  not  to  endeavor  to  teach  .  .  . 
theire  children  and  apprentices  so  much  learning  as  may 
inable  them  perfectly  to  read  the  English  tongue  and 
knowledge  of  the  capitall  laws  upon  penalty  of  twenty 
shillings,"  and  shall  "once  a  week  at  least,  catechise  theire 
children  and  servants  in  the  grounds  and  principles  of 
religion  .  .  .  ;  and  further  that  all  parents  and  mas- 
ters do  breed  and  bring  up  theire  children  and  apprentices 
in  some  honest  lawful  calling,  labor  or  employment  .  .  . 
profitable  for  themselves  and  the  Commonwealth,  if  they 
will  not  or  cannot  train  them  up  in  learning,  to  fit  them 
for  higher  employments    ..." 

The  selectmen  were  designated  to  enforce  the  law,  and  to 
that  end,  if  necessary,  were  to  bind  out  the  children  of 
negligent  parents. 

This  law,  with  but  minor  changes,  was  re-enacted  at 
intervals.  In  the  revision  of  1821  (G.  S.  Title  14,  sees. 
I  and  2),  it  provides, 

"That  all  parents  and  those  who  have  care  of  children, 
shall  bring  them  up  in  some  honest  and  lawful  calling  or 
employment  and  shall  teach  them  and  instruct  them,  or 
cause  them  to  be  taught  and  instructed,  to  read  and  write 
and  cipher  as  far  as  the  first  four  rules  of  arithmetic." 

Section  two  provides  that  the  selectmen  shall  "inspect 
the  conduct  of  the  heads  of  families,  and  if  they  find  any 
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who  neglect  the  education  of  children  under  their  care" 
they  shall  first  admonish  them  and  then,  if  necessary,  bind 
the  children  out  to  some  proper  master  that  "they  may 
be  properly  educated  and  brought  up  in  some  lawful 
calling  and  employment." 

Section  two  of  this  law  appeared  for  the  last  time  in 
1882  (ch.  80),  but  section  one  survived  and  with  little 
change  was  included  in  the  revision  of  1902  (G.  S.  Title 
12,  ch.  130).  Thus  we  have  in  the  present  law  a  part 
of  the  law  of  1650.  The  history  of  this  law  is  interesting 
as  showing  the  persistency  with  which  for  two  hundred 
and  fifty-two  years  some  of  its  provisions  have  been 
copied  literally,  doubtless  more  because  of  the  high  senti- 
ments they  express,  than  because  of  any  real  effect  that 
they  have  ever  produced.  This  law,  though  it  was  prob- 
ably needed  and  enforced  when  first  passed,  has  surely 
outlived  its  usefulness  by  a  century. 

Lazv  of  181^. — The  second  of  these  two  early  laws  was 
first  enacted  in  1813  (ch.  2).  It  is  very  similar  to  the 
first  and  bears  the  same  Puritanic  stamp ;  but  as  it  refers 
to  employers  of  children  rather  than  to  their  parents,  it 
more  nearly  approaches  a  child  labor  law.  It  provides 
that, 

"The  president  and  directors  of  all  factories,  .  .  .  and 
the  proprietor  or  proprietors  of  all  other  manufacturing 
establishments  .  .  .  shall  cause  that  the  children 
employed  ...  be  taught  to  read  and  write,  and  also, 
that  they  be  instructed  in  the  four^  first  rules  of  arith- 
metic (provided  the  term  of  their  service  shall  be  of  so 
long  duration  that  such  instruction  can  be  given)  and 
that  due  attention  be  paid  to  the  preservation  of  their 
morals;  and  that  they  be  required  by  their  masters  or 
employers,  regularly  to  attend  public  worship." 


^  So  written  in  the  law. 
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Section  two  provides  that  once  a  year  the  civil  author- 
ity and  selectmen  shall 

"carefully  to  examine  and  ascertain  whether  the  requisi- 
tions of  this  act,  which  relate  to  the  instruction  and  the 
preservation  of  the  morals  of  the  children  employed  as 
aforesaid,  be  duly  observed,"  and  if  not  that  they  may 
report  the  proprietor  to  the  county  court  which  may 
release  the  children  from  their  contract  with  him,  or 
may  fine  him  not  to  exceed  $100.00. 

This  law,  too,  was  little  more  than  a  recorded  expres- 
sion of  the  humanitarian  views  of  a  few  progressive  men 
in  the  educational  line.  There  was  no  attempt  on  the 
part  of  "the  civil  authorities  and  selectmen"  to  enforce  it. 
It  appeared  for  the  last  time  in  the  revision  of  1866  (G. 
S.  Title  13,  ch.  6,  sees.  99  and  100). 

The  Report  of  the  Board  of  Commissioners  of  Com- 
mon Schools,  1842  (p.  27),  says, 

"Prior  to  1838,  no  inquiry  had  been  instituted  into  the 
condition  of  education  in  the  manufacturing  districts, 
nor  the  extent  to  which  the  requisitions  of  the  law,  as 
to  the  duty  of  owners  and  proprietors  of  factories  and 
manufacturing  establishments,  to  the  children  employed 
by  them  were  complied  with." 

An  investigation  showed  that, 

"At  one  time  there  were  twenty-four  children  employed 
in  a  single  factory,  who  could  not  write  their  names,  and 
five  who  could  neither  read  nor  write — and  that  in  not  a 
single  town  had  a  board  of  visitation,  as  directed  by  law, 
been  organized,  to  examine  and  ascertain  the  existence 
of  such  facts  and  apply  the  remedy." — Ibid.,  p.  28. 

Enforcement.  —  There  were  three  principal  reasons 
why,  before  1842,  there  were  but  these  two  laws  and  both 
of  them  unenforced :  ( i )  The  general  lack  of  interest  in 
education  and  the  poor  quality  of  the  schools.  Till  far 
past  the  middle  of  the  century  there  was  a  general  indif- 
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ference  of  the  masses  about  education.^  The  school  terms 
were  short,  and  the  schools  were  of  poor  quality.  The 
teachers  were  ignorant  and  indifferent.^  The  attendance 
was  small  and  irregular.  It  was  felt  that  the  child  missed 
little  by  staying  out  of  school. 

"Of  85,000  children  between  the  ages  of  four  and  six- 
teen in  the  State  .  .  ,  from  seven  to  eight  thousand 
attend  no  school  public  or  private."^ 

(2)  The  newness  of  the  factory  system,  and  the  com- 
paratively small  number  of  children  employed  in  the 
factories.  Not  until  the  beginning  of  the  past  century 
were  there  any  manufacturing  or  mechanical  establish- 
ments in  the  State  to  employ  children  and  keep  them 
from  school.  Children  were  employed  on  the  farms,  but 
all  were  expected  to  attend  school  in  the  winter.  The 
introduction  of  the  factory  necessitated  a  radical  change 
in  the  mode  of  life  and  labor.  It  took  from  the  time  of 
the  establishment  of  the  first  cotton  factory,  at  Vernon, 
Hartford  County,  about  1804,®  till  1842  for  the  leading 
people  of  the  State  to  make  this  transition  in  thought, 
and  it  was  not  until  1890  that  the  masses  can  be  said  to 
have  adjusted  themselves  to  the  new  conditions  in  both 
thought  and  action.     The  second  cotton  mill  in  the  State 

'"As  in  the  early  days  the  New  Haven  Colony  stood  alone, 
wearing  the  honor  of  being  the  first  commonwealth  on  the  face  of 
the  globe  to  maintain  free  schools  for  all  its  youth,  so  in  1868  Con- 
necticut stood  alone  among  the  New  England  States,  enjoying  the 
unenviable  distinction  of  being  the  only  one  in  which  free  schools 
were  not  established  by  law." 

"Yet,  strange  as  it  may  now  seem,  the  proposition  to  make  the  schools 
free  met  with  strong  and  determined  opposition,  and  it  was  carried 
only  by  the  persistent  efforts  of  men  who  were  ready  to  sacrifice 
popularity  and  to  risk  obloquy  for  the  public  good." — Report  State 
Board  of  Education,  1883,  p.  11. 

*  Teacher's  wages  for  the  summer  term  ranged  from  $1  to  $4.75 
a  week. — Report  Superintendent  Common  Schools,  1849,  p.  129. 

"  Report  Board  of  School  Commissioners,  1841,  p.  18. 

'U.  S.  Twelfth  Census,  v.  VIII,  p.  79- 
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was  set  in  operation  in  the  town  of  Pomfret,  now  Put- 
nam, in  1806.®  "Nine  boys  and  girls  picked  up  in  the 
neighborhood  with  three  or  four  men  to  help  and  oversee 
them  comprised  its  working  force."^  But  establishments 
increased  rapidly,  and  in  1840  there  were  in  Connecticut 
116  cotton  factories  employing  5,153  hands;  and  119 
woolen  factories,  employing  2,356  hands.®  The  com- 
parative cheapness  of  the  labor  of  women  and  children 
led  to  its  extensive  introduction  into  the  factories. 

(3)  The  need  and  greed  of  the  parents,  and  their 
ignorance  of  the  child's  needs  physically  and  intellectu- 
ally, often  led  them  to  exploit  their  children  "for  the 
miserable  pittance  which  their  service  would  earn." 

Thus,  although  for  several  years  before  1842  there 
had  been  much  need  for  the  restriction  of  child  labor 
and  for  compulsory  school  attendance,  the  people  had 
not  awakened  to  this  need. 

Law  of  1842. — The  Board  of  Commissioners  of  Com- 
mon Schools,  aroused  by  the  conditions  that  the  investi- 
gation of  1838  had  shown  to  exist  in  the  factories  of  the 
State,  recommended,  in  its  report  of  1842,  the  passage 
of  a  law  regulating  the  employment  of  children  in  such 
establishments.  The  act  of  1842  (ch.  3)  followed.  It 
provides  that, 

"No  child  under  the  age  of  fifteen  years  shall  be 
employed  to  labor  in  any  manufacturing  establishment, 
or  any  other  business  in  this  state,  unless  such  child  shall 
have  attended  some  public  or  private  day  school  .  .  . 
at  least  three  months  of  the  twelve  months  next  pre- 
ceding any  and  every  year  in  which  said  child  shall  be 
so  employed,"  and  that  the  employer  shall  pay  a  penalty 
of  twenty-five  dollars  for  each  offense. 


'U.  S.  Twelfth  Census,  v.  VIII,  p.  79. 
Report  State  Board  of  Education,  1886,  p.  40. 
'U.  S.  Twelfth  Census,  v.  IX,  pp.  54,  122. 
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Section  two  provides  that  a  certificate  of  attendance 
signed  and  sworn  to  by  the  child's  teacher  shall  "be 
sufficient  evidence  of  that  fact."  It  provides,  also,  that 
the  school  visitors  shall  investigate  the  condition  of  the 
children  in  the  factories  "annually  and  as  often  as  they 
shall  think  proper"  and  report  all  violations  of  the  law 
to  some  informing  officer,  who  shall  prosecute  for  such 
violations.^ 

Section  three  prohibits  the  employment  in  any  cotton 
or  woolen  factory  of  any  child  under  fourteen  years  of 
age,  for  a  longer  time  than  ten  hours  in  any  one  day, 
and  fixes  the  penalty  for  violation  at  seven  dollars.  The 
law  is  the  same  in  the  revision  of  1866  (G.  S.  Title  13, 
eh.  4,  sees.  47  and  48). 

Section  one  of  this  law,  by  requiring  attendance  at 
school  "at  least  three  months  of  the  twelve  months  next 
preceding  any  and  every  year"  in  which  the  child  was 
employed,  made  it  possible  for  a  child  to  be  absent  from 
school  and  at  work  for  a  period  of  twenty-one  months. 

While  the  law  stated  explicitly  that  no  child  under 
fifteen  who  had  not  attended  school  three  months  of  the 
previous  year  should  be  employed,  and  placed  a  penalty 
upon  such  employment,  it  did  not  say  (sec.  2)  that  the 
employer  should  demand  and  keep  on  file  a  certificate  of 
school  attendance,  and  provide  a  penalty  for  his  not 
doing  so,  but  only  that  such  certificate  should  be  deemed 
"sufficient  evidence  of  that  fact."  If  he  wished  to  guar- 
antee himself  against  prosecutions  under  the  previous 
section  of  the  act  here  was  a  means  provided  for  his 
doing  so;  but  as  prosecutions  were  "unheard  of,"  there 
was  little  incentive  for  his  taking  the  trouble  to  guarantee 
himself  against  them. 


This  provision,  never  heeded,  is  still  on  the  statute  books. 


42 1]  Labor  Legislation  of  Connecticut  9 

The  provision  prohibiting  the  employment  of  children 
under  fourteen  over  ten  hours  a  day  in  cotton  and  woolen 
factories  is  interesting  as  evidence  that  even  at  that  early 
date  there  were  those  who  rcognized  the  evil  of  employ- 
ing the  young  children  for  long  hours  in  the  cotton  and 
woolen  mills. 

A  few  extracts  from  the  reports  of  the  State  Board  of 
Education  will  give  the  best  idea  of  the  enforcement  and 
the  effect  of  the  law  during  this  period. 

"But  it  is  not  enforced;  it  is  not  likely  to  be:  Nobody 
assumes  the  responsibility  of  seeing  that  its  requirements 
are  obeyed." — 1866. 

"These  provisions  .  .  .  are  in  fact  almost  void. 
Prosecutions  are  unheard  of  for  the  violations  of  the  law, 
although  the  abuse  is  open  to  the  observation  of  the 
community.  Occasionally  the  acting  school  visitors  re- 
monstrate, and  the  newspapers  sometimes  complain,  but 
still  the  inhumanity  is  not  checked.  Public  opinion  does 
not  cry  out  for  the  execution  of  the  law." — 1867. 

"If  I  were  to  attempt  to  execute  the  present  law,  this 
village  would  be  too  hot  to  hold  me." — School  Visitor, 
1866. 

"Large  numbers  who  are  under  fifteen  years  of  age 
are  employed  in  factories  in  direct  violation  of  the  law, 
during  the  whole  year." — 1867. 

"In  one  factory  were  found  two  girls  eleven  years  old, 
and  one  twelve  years,  who  had  not  been  in  school  for 
two  years;  one  fourteen  years,  not  in  school  for  five 
years ;  one  eleven  years,  one  fifteen,  and  one  seventeen, 
each  not  in  school  for  four  years ;  one  thirteen  years,  not 
in  school  for  three  years.  All  these  were  girls.  In  the 
same  district  were  eleven  boys,  all  of  school  age,  who 
had  been  absent  from  school,  on  an  average,  over  three 
years." — 1868,  p.  24. 

In  a  few  school  districts  and  cities  of  the  State,  how- 
ever, there  seems  to  have  been  an  attempt  to  enforce  the 
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law;^^  and  a  few  companies  formed  notable  exceptions 
to  the  general  rule  of  indifference  on  the  part  of  em- 
ployers. 

Lazu  of  1855. — In  1855  a  law  (ch.  45)  was  passed 
making  ten  hours  of  labor  in  a  mechanical  or  manufac- 
turing establishment  a  lawful  day's  work  in  absence  of  an 
agreement;  fixing  nine  years  as  the  minimum  age  limit 
for  the  employment  of  children  in  such  establishments; 
and  prohibiting  the  employment  therein  of  minors  under 
eighteen  years  of  age  more  than  eleven  hours  a  day. 
Twenty  dollars  was  the  penalty  for  violation,  but  there 
was  no  provision  for  enforcement. 

Law  of  1856. — An  act  of  1856  (ch.  39)  raised  the 
minimum  age  for  the  employment  of  children  in  mechan- 
ical and  manufacturing  establishments  to  ten  years,  and 
the  hours  for  the  employment  of  minors  under  eighteen 
to  not  "more  tlian  twelve  hours  in  any  one  day,  nor  more 
than  sixty-nine  hours  in  any  one  week."  It  also  made  it 
the  duty  of  the  constables  and  grand  jurors  to  enforce 
the  law. 

In  1867  (ch.  124)  the  hours  of  labor  for  a  minor 
under  fifteen  were  limited  to  ten  a  day  and  fifty-eight  a 
week,  in  manufacturing  and  mechanical  establishments. 
The  penalty  for  violation  was  fifty  dollars  for  the  em- 
ployer and  ten  dollars  for  the  guardian  or  parent.  The 
constables  and  grand  jurors  were  to  enforce  the  act. 

All  that  was  said  of  the  violations  and  enforcement  of 
the  act  of  1842  is  true  of  the  acts  of  1855,  1856,  and 
1867.  The  law  went  unheeded,  and  until  long  past  this 
time  children  from  eight  to  ten  years  old  were  working 
in  the  factories,  and  long  work  days  for  minors  were 
common. 


^"  "It  does  not  appear  that  any  efficient  or  well  directed  efforts  were 
ever  made  to  enforce  this  law.    I  have,  however,  been  informed  that 
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Violations  and  Enforcement  of  the  Laws. 

There  can  hardly  be  said  to  have  been  any  enforcement 
of  the  laws  during  this  period.  No  provision  for  the 
enforcement  of  some  was  made,  while  in  others  the  en- 
forcing power  was  delegated  to  the  selectmen,  the  school 
visitors,  the  constables,  the  grand  jurors  or  the  State's 
attorneys  of  the  district.  This  was  a  burden  placed  upon 
these  officers  in  addition  to  their  primary  duties,  a  bur- 
den, too,  for  which  they  were  not  specially  paid.  We  are 
little  surprised  at  the  result. 

Public  Opinion. — The  general  public  seems  to  have 
been  so  indifferent  about  child  labor  legislation  during 
this  period  that  we  can  hardly  discuss  public  opinion  on 
the  matter.  What  little  opinion  there  was  seems  to  have 
been  in  favor  of  the  laws,  but  it  was  too  weak  to  demand 
their  enforcement.  The  State  Board  of  Education,  with 
a  coterie  of  sympathizers,  was  the  only  body  awake  to 
the  situation  and  the  only  one  that  demanded  a  general 
enforcement  of  the  law;  but  it  had  no  enforcing  power, 
and  it  could  do  little  more  than  make  recommendations 
to  the  legislature  and  to  the  school  officers,  and,  through 
its  one  secretary,  try  to  interest  the  people  in  their  own 
cause. 

The  Attitude  of  Employers. — The  attitude  of  the  em- 
ployers was  much  that  of  the  general  public  of  which 
they  were  part — indifference.  None  of  them  seem  to 
have  opposed  the  law  very  strongly,  most  of  them  were 
in  favor  of  its  provisions,  and  a  few  actually  tried  on 
their  own  accord  to  carry  them  out.  Instances  are  re- 
corded of  school  houses  built  or  of  schools  supported  by 

in  one  at  least  of  the  largest  manufacturing  towns  in  the  state,  the 
school  visitors  appointed  a  committee  as  the  law  provided,  who  were 
known  as  'factory  inspectors,'  and  that  they  visited  the  manufacturing 
establishments  of  the  town." — Report  State  Board  of  Education, 
1886,  p.  41. 
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companies,  and  a  few  required  certificates  of  school  at- 
tendance of  the  children  employed.  But  some  of  the 
companies  "openly  and  persistently"  violated  the  law. 
Some  employers  excused  themselves  on  the  plea  that  if 
they  refused  the  children  work  they  would  lose  both 
parents  and  children  as  operatives.  The  French  Cana- 
dians, especially,  demanded  that  they  employ  the  whole 
family  or  none.  The  Secretary  of  the  State  Board  of 
Education,  in  his  report  of  1866  (p.  83),  says: 

"I  am  confident  that  if  a  law  can  be  devised  which 
public  opinion  will  sustain  and  which  the  magistrates  and 
school  visitors,  throughout  the  state,  will  be  likely  to 
enforce,  the  large  manufacturing  corporations  will  co- 
operate in  insisting  that  every  child  employed  should 
come  under  good  instruction  for  a  part  of  the  year." 

The  Attitude  of  Parents. — The  attitude  of  the  parents 
was  one  of  general  indifference  by  all  as  to  the  import- 
ance of  the  education  of  their  children  and  as  to  the  evils 
of  employing  them  in  factories;  and,  on  the  part  of  the 
foreign  population,  especially  the  French  Canadians,  there 
was  a  desire,  prompted  by  cupidity,  ignorance  or  neces- 
sity, to  exploit  their  children  for  the  small  pittance  earned 
by  their  labor.  The  French  Canadians  habitually  kept 
their  children  from  school  to  work  them  in  the  factories ; 
but  parental  indifference  was  the  main  cause  of  the  non- 
attendance  of  the  children  of  native  parents.  The  Report 
of  the  State  Board  of  Education,  1868  (p.  17,  24),  says: 

"Less  than  one-half  of  the  children  of  the  state  are 
found,  on  an  average,  in  our  public  schools."  "The  class 
most  indifferent  to  education  ...  in  Connecticut  is 
the  French  Canadians;  ignorant  themselves  and  willing 
their  children  should  be  like  them,  but  most  eager  to 
press  them,  at  the  tenderest  age,  into  our  factories,  thus 
dwarfing  the  body  as  well  as  the  mind.  ...  In  one 
district  in  Connecticut  where  the  operatives  are  largely 
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French  Canadians  two  hundred  and  twenty-nine  out  of 
three  hundred  and  eighty-nine,  of  school  age,  do  not 
attend  school." 

While  this  period  is  characterized  by  an  indifference 
to  education  and  a  general  disregard  of  the  child  labor 
laws,  yet  it  is  evident  that  the  thing  most  needed  to  have 
secured  a  general  observance  of  the  laws  was  a  strong, 
centralized,  salaried,  enforcing  power.  There  was  no 
strong  opposition  to  the  law,  there  were  no  important 
economic  difficulties  or  prejudices  to  overcome  (except 
the  cupidity,  ignorance  or  necessity  of  a  small  minority 
of  the  parents),  and  industry  would  not  have  suffered 
materially  from  the  law's  enforcement.  Rigid  and  gen- 
eral enforcement  probably  would  have  driven  a  number 
of  undesirable  French  Canadian  families  from  the  State, 
but  it  would  have  met  with  no  determined  resistance,  and 
would  have  resulted  in  no  important  injuries. 

Development  of  Manufacturing. — The  following  table 
shows  that  during  the  period  1842- 1870  manufacturing 
industries  in  Connecticut  made  enormous  progress.  From 
1850  to  1870  there  was  an  increase  of  over  three  hun- 
dred per  cent,  in  capital  invested;  an  increase  of  over 
sixty  per  cent,  in  total  wage  earners ;  an  increase  of  over 
three  hundred  per  cent,  in  the  total  amount  of  wages 
paid;  and  the  value  of  the  product  more  than  trebled. 
The  growth  of  cotton  and  of  woolen  manufactories  w^as 
even  more  phenomenal.  It  will  be  noticed  that  at  the 
close  of  this  period  there  were  7,029  children  under  six- 
teen years  of  age  employed  in  the  manufacturing  indus- 
tries of  the  State,  and  that  2,909  of  these  were  employed 
in  cotton,  and  962  in  woolen  manufactories — more  than 
half  of  the  total  in  these  two  industries.  Child  labor 
legislation  and  its  enforcement  had  not  kept  pace  with 
this  rapid  industrial  development. 
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II.  Legislation  from  1869  to  1906. 
In  1869  (ch.  115,  sec.  3)  the  State  Board  of  Education 
was  authorized  to  take  such  action  as  it  deemed  necessary 
to  enforce  the  child  labor  law,  and  to  appoint  an  agent 
for  that  purpose.  This  is  the  first  time  the  enforcing 
power  was  placed  in  the  hands  of  a  central  authority,  and 
the  first  instance  of  a  special,  paid  officer  whose  sole  duty 
was  to  enforce  the  law.  From  this  point  forward  the 
legislation  may  be  said  to  have  been  rational,  i.  e.,  based 
on  a  more  or  less  perfect  knowledge  of  conditions  as  they 
actually  existed  in  the  factories  and  schools  throughout 
the  State.  The  enforcement,  though  still  for  sixteen 
years  very  lax,  because  of  the  inability  of  the  one  agent 
to  cover  the  entire  State,  from  this  time  on  takes  on  a 
different  character.  At  this  time,  too,  public  opinion 
began  to  be  aroused  from  the  lethargic  state  in  which 
it  had  remained  during  the  earlier  period.  At  this  point 
we  see  in  the  whole  movement  the  beginnings  of  a  new 
life  and  a  new  organization — a  life  and  organization 
which  gradually,  though  slowly,  developed  the  advanced 
legislation  of  to-day  and,  along  with  it,  the  present  high 
state  of  public  opinion  which  approves  these  laws  and 
demands  their  enforcement.  This,  then,  seems  the  nat- 
ural division  point  for  a  new  period. 

(a)  School  Attendance  Laws. 
Law  of  i86p. — After  the  Civil  War  there  was  a  great 
demand  for  help  in  Connecticut,  and  the  French  Cana- 
dians came  in  great  numbers  to  work.  Many  of  their 
children  never  went  to  school.  Conditions  in  the  eastern 
part  of  the  State  became  very  bad.  This  led  to  the  pas- 
sage of  the  law  of  1869,  which  was  aimed  largely  at  this 
foreign  element.  This  law  (ch.  115)  reduces  the  age  at 
which  a  child  who  has  not  attended  school  three  months 
of  the  preceding  year,  can  be  employed  in  manufacturing 
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or  other  business,  from  fifteen  to  fourteen  years,  and 
raises  the  penalty  for  violation  from  twenty-five  to  one 
hundred  dollars.^-  The  state  attorneys  and  the  grand 
jurors  are  to  enquire  after  and  make  presentment  of  all 
offenses.  Section  three  empowers  the  State  Board  of 
Education  to  take  such  action  as  they  deem  necessary  to 
enforce  the  law,  and  they  are  authorized  to  appoint  an 
agent  for  that  purpose.  This  section,  by  providing  for  an 
enforcing  agent  under  the  supervision  of  the  State  Board 
of  Education,  makes  of  this  the  first  law  that  had  any 
chance  of  being  effective.  In  the  agent,  we  have  for  the 
first  time  an  officer  whose  special  business  it  is  to  enforce 
the  law  and  who  is  paid  for  doing  it;  and  in  the  State 
Board  of  Education  we  have  the  body  of  men  the  most  in- 
terested, the  best  qualified,  and  the  most  capable  of  dealing 
with  the  subject  of  child  labor  in  its  relation  to  education. 
The  enforcing  agent  found  it  impracticable  to  enforce 
the  law  of  1869  to  the  letter. 

'Tn  nearly  all  the  manufacturing  districts  of  the  State, 
the  school  houses  would  not  hold  all  the  children,  in  and 
out  of  the  mills,  at  the  same  time,  so  that  the  refusal  of 
the  manufacturers  under  the  influence  of  the  agent,  to 
employ  children  contrary  to  the  letter  of  the  law,  would 
have  been  a  positive  detriment  to  the  children,  to  their 
parents  and  to  the  State;  for  a  portion  of  the  children 
could  not  have  found  room  in  the  schools,  and  their 
parents  would  have  been  deprived  of  their  earnings  with- 
out any  compensating  good  to  either  party."  Had  the 
law  been  enforced  strictly  "thousands  of  children  between 
the  ages  of  ten  and  fourteen  would  have  been  consigned 
to  the  temptations  of  street  life."^^ 

It  was  found,  too,  that  many  families  would  have  to 
call  upon  the  towns  for  aid  if  the  pay  of  all  the  children 
in  each  family  were  suspended  at  the  same  time.    In  this 

^  See  act  of  1842,  ch.  3. 

"  Report  State  Board  of  Education,  1870,  p.  18. 
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dilemma  the  agent  agreed  with  the  manufacturers  that 
they  were  to  divide  the  children  in  each  mill  into  two  or 
three  classes,  and  send  out  to  school  one  class  the  first 
term,  another  class  the  second  term,  and  the  third  class 
the  third  term,  so  that  each  child  might  get  its  three 
months  schooling  during  the  year.  To  save  the  parents 
from  distress  and  the  towns  from  expense,  large  families 
of  children  were  to  be  divided  into  the  different  classes. 
Nearly  three-fourths  of  the  manufacturers  signed  an 
agreement  that,  beginning  with  the  next  term  of  school, 
they  would  employ  no  children  under  fourteen  years  of 
age  who  had  not  certificates  of  school  attendance. 

This  law  involved  trouble  in  securing  substitutes  in 
the  mills,  increased  taxation  for  schools  and  new  school 
houses,  necessitated  additional  tenements,  and,  on  the 
eastern  border  of  the  State,  caused  a  loss  of  help  on  ac- 
count of  the  perfect  freedom  with  which  parents  could 
work  their  children  in  Rhode  Island.  Yet  these  manu- 
facturers are  said  to  have  supported  the  enforcement  of 
the  law  and  to  have  stood  by  their  agreement  with  the 
agent  of  the  State  Board  of  Education,  until  they  found 
that  the  children  they  had  dismissed  from  their  factories 
had  gone  to  the  streets  and  not  to  school,  and  that  whole 
families,  when  their  children  were  dismissed,  were  re- 
moving to  other  places  or  were  merely  shifting  to  other 
factories.^'*  Then,  as  the  object  sought  by  complying 
was  not  being  accomplished,  compliance  ceased. ^^  The 
French  Canadian  parents,  especially,  were  opposed  to  the 
law,  and  often  refused  to  send  their  children  to  school 
when  they  were  dismissed  for  this  purpose. 

"Reports  State  Board  of  Education,  1870,  pp.  21,  34;  1871,  p.  10; 
and  1873,  pp.  15,  16. 

^°  The  good  faith  of  the  manufacturers  in  making  these  promises 
has  been  questioned.  Some  told  the  next  agent  that  the  promises 
were  not  made  to  be  kept. 
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Law  of  i8yi. — Under  the  law  of  1869  the  Agent  of  the 
State  Board  of  Education  could  dismiss  children  under 
fourteen  from  the  factories,  but  he  could  not  compel  their 
attendance  at  school.  In  1871  (ch.  52)  an  attempt  was 
made  to  remedy  this  defect,  and  to  correct  the  abuses 
which  had  grown  up  under  it.  By  this  law  parents  and 
guardians  of  children  between  six  and  fourteen  years  of 
age  were  required  to  send  them  to  school  when  they  were 
dismissed  for  that  purpose,  unless  such  attendance  was 
excused  by  the  school  visitors  because  of  the  physical  dis- 
ability of  the  child  or  because  of  the  pecuniary  necessities 
of  the  parents.  There  was  a  penalty  of  five  dollars  for  each 
week's  violation  of  the  law,  but  no  provision  was  made  for 
its  enforcement.  It  was  unheeded^^  and  violations  of  the 
law  of  1869  continued  as  before.^^  Yet,  in  exceptional 
cases,  the  law  of  1869  was  obeyed  carefully,  and  it  seems 
to  have  increased  the  school  attendance  of  the  State  mate- 
rially. It  also  had  a  tendency  to  discourage  the  employ- 
ment of  children  under  fourteen. 


"  "I  have  not  learned  that  any  attempt  was  made  to  enforce  the 
law  of  187 1  .  .  .  except  in  a  very  few  cases." — Report  State 
Board  of  Education,  1873,  p.  16. 

"  "New  statistics  show  that  here  are  nearly  twelve  thousand 
children  in  the  State  who  are  never  registered  in  any  school." — 
Report  State  Board  of  Education,  1871,  p.  13. 

"But  indifference,  neglect  and  truancy  still  remain.  .  .  .  There 
are  11,947  children  between  four  and  sixteen  in  no  school." — Ibid., 
1872,  p.  28. 

"The  number  of  children  between  four  and  sixteen  years  of  age 
who  have  attended  no  school  (during  the  last  year)  is  about  13,500." 
— Ibid.,  1873,  p.  21. 

"...  About  three  thousand  children  under  fourteen  years  of 
age  are  simultaneously  employed  in  the  various  manufacturing  estab- 
lishments of  the  State  .  .  .  and  at  least  fifteen  hundred  never 
attend  school."— Ibid.,  1874,  p.  15.  In  1875,  332  factories  out  of  500 
investigated  were  employing  children  under  fourteen  years  of  age — 
a  total  of  2,292  children.  In  55  of  these  factories  535  children,  who 
had  not  attended  school  during  the  preceding  twelve  months,  were 
found.— /fc/cf.,  187s,  p.  46. 
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Lazv  of  i8'j2. — The  law  of  1872  (ch.  yj')  is  mainly  a 
codification  of  the  laws  of  1650,  1869  and  1871.  As 
these  laws  have  been  discussed,  a  brief  statement  of  their 
provisions  will  suffice  here. 

Lazi)  of  1650. — Children  shall  be  brought  up  in  some 
honest  and  lawful  calling  or  employment  and  be  in- 
structed in  reading,  writing,  English  grammar,  geogra- 
phy, and  arithmetic.  Law  of  i86g. — No  child  under 
fourteen  years  of  age  shall  be  employed  in  any  business 
unless  it  shall  have  attended  school  at  least  three  months 
of  the  twelve  months  next  preceding  the  year  in  which 
employed.  Law  of  i8yi. — Parents  shall  send  children 
between  eight  and  fourteen  years  of  age  to  school  when 
they  are  discharged  from  employment  for  that  purpose. 

The  provision  of  the  law  of  1871  which  excused  school 
attendance  because  of  the  "pecuniary  necessities  of  the 
parents"  is  omitted  here.  In  187 1  the  age  during  which 
children  were  required  to  attend  school  was  between  six' 
and  fourteen,  here  it  is  between  eight  and  fourteen.  This 
is  a  good  example  of  how,  at  this  time,  laws  were  passed, 
ignored,  and  finally  forgotten.  By  the  law  of  1858  (ch. 
39)  ten  years  was  made  the  minimum  age  for  employ- 
ment of  children  in  manufacturing  and  mechanical  estab- 
lishments. The  law  was  the  same  in  the  revision  of  1866 
(Title  13,  ch.  4,  sec.  50)  and  was  on  the  statute  book  at 
this  time.  Hence,  the  "six"  in  the  law  of  1871  and  the 
"eight"  in  the  law  of  1872  are  evidence  of  two  things: 
first,  that  children  of  these  ages  were  actually  working  in 
the  factories  at  this  time,  and,  secondly,  that  the  mini- 
mum age  law  of  1856  had  been  so  long  a  dead  letter  that 
even  legislators  had  forgotten  its  existence — a  fact  fur- 
ther evidenced  by  its  entire  omission  from  the  revision 
of  1875.18 


'*  "I  am  not  prepared  to  say  it  should  be  re-enacted.  It  is  better 
to  enforce  the  observance  of  a  few  laws  than  to  increase  their  num- 
ber."— Agent  State  Board  of  Education,  Report  of  1881,  p.  22. 
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The  new  provision  in  the  law  of  1872  was  the  one  that 
provided  that  every  child  between  the  ages  of  eight  and 
fourteen  years  should  attend  school  at  least  three  months 
in  each  year,  six  weeks  of  the  attendance  to  be  consecu- 
tive. The  provision  is  the  same  in  the  revision  of  1875 
(Title  II,  ch.  I,  sec.  i).  This  law  was  the  first  that 
attempted  to  secure  schooling  to  all  children  regardless 
of  whether  they  worked  or  not,  and  it  had  an  appreciable 
effect  on  the  school  attendance  in  the  factory  villages ;  but 
it  was  loose,  indefinite,  and  poorly  enforced.  A  child 
might  be  absent  from  school  eighteen  months  at  one  time, 
or  he  might  attend  regularly  for  six  weeks  and  then 
make  up  the  remaining  six  weeks  by  occasional  visits. 
Then  the  question  arose  as  to  w4iat  constituted  a  year, 
and  what  a  week's  or  a  month's  schooling.  In  1880 
(ch.  17)  the  law  was  amended  to  read,  "sixty  days  in 
each  consecutive  twelve  months."  This  in  turn  was 
changed  in  1882  (ch.  80,  sec.  2)  to,  "at  least  twelve 
weeks,  or  sixty  full  school  days,  in  any  consecutive  twelve 
months."  The  amendments  of  1880  and  1882  did  much 
to  remedy  the  defects  in  the  law  and  make  it  enforcible, 
but  it  still  required  but  six  weeks  of  the  attendance  to  be 
consecutive. 

While  the  law  of  1871  made  no  provision  for  its  en- 
forcement, that  of  1872  went  to  the  other  extreme  and 
provided  that  the  state's  attorneys  and  grand  jurors  en- 
quire after  and  make  presentment  of  all  offenses;  that 
the  school  visitors  once  or  more  every  year  examine  into 
the  situation  of  the  children  employed  and  report  viola- 
tions ;  that  the  selectmen  inspect  the  conduct  of  the  heads 
of  the  families  as  to  the  proper  bringing  up  and  educating 
of  their  children  and  apprentices;  and  that  the  State 
Board  of  Education  take  such  steps  as  they  might  deem 
proper  to  secure  the  observance  of  the  law  and  that  they 
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might  appoint  an  agent  for  that  purpose.    The  law,  how- 
ever, was  not  enforced.^^ 

Law  of  iSyy. — One  provision  of  the  law  of  1842  (re- 
enacted  in  1869  and  1872)  was  that  no  child  under  four- 
teen years  of  age  should  be  employed  in  any  business, 
unless  it  had  attended  school  "at  least  three  months  of  the 
twelve  months  next  preceding"  the  year  in  which  em- 
ployed. This  law,  it  will  be  remembered,  allowed  the 
child  to  be  absent  from  school  for  twenty-one  months  at 
one  time.  Finally  in  1877  (^h.  112)  this  loop  hole  was 
stopped  by  amending  the  law  (G.  S.  1875,  Title  11,  ch.  i, 
sec.  2)  to  read,  "sixty  days  of  the  twelve  months  next 
preceding  any  month."  But  there  was  no  careful  enforce- 
ment of  the  law.^*^ 

^^  "In  the  fall  of  1873  there  were  found  employed  in  one  cotton 
factory  in  this  State  231  children  under  fourteen  years  of  age,  the 
whole  number  of  operatives  being  about  1200.  .  .  .  Very  few  of 
those  children  had  ever  attended  school  at  all." — Report  State  Board 
of  Education,  1885,  p.  31.  (The  writer  has  been  informed  in  regard 
to  the  above  case  that  57  of  the  children  were  under  eight  years  old ; 
also,  that  there  were  730  school  children  enumerated  in  the  village, 
and  but  two  school  rooms.) 

'" "  .  .  .  Complaint  is  made  that  very  young  children  are 
employed  to  a  great  extent  in  manufactories,  and  that  the  law  for- 
bidding the  employment  of  any  child  under  fourteen  years  of  age, 
without  such  child  has  had  at  least  three  months  schooling  during 
the  year,  is  too  often  disregarded  in  the  manufacturing  towns  and 
villages." — Report  Connecticut  Bureau  of  Labor  Statistics,  1875, 
p.  14. 

"...  Many  children  have  doubtless  been  unlawfully  employed 
during  the  past  year." — Report  State  Board  of  Education,  1878,  p.  24. 

"One  of  the  villages  visited  .  .  .  was  Baltic.  Here  it  was 
found  that  a  large  number  of  children,  between  the  ages  of  eight  and 
fourteen  years  had  been  kept  from  school  more  than  a  year,  several 
for  more  than  two  years,  and  some  had  never  attended  school.  On  a 
subsequent  visit,  there  was  handed  me  a  list  of  names  of  children 
said  to  have  been  discharged  from  the  factory  for  the  purpose  of 
attending  school,  but  on  visiting  the  schools  a  few  only  of  those 
children  were  found  to  be  in  attendance;  some  of  them  were  still  in 
the  factory."    The  prosecution  of  three  parents  and  the  Superinten- 
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Lazv  of  1880. — The  act  of  1842  (ch.  3)  provided  that  a 
certificate  signed  and  sworn  to  by  the  child's  teacher 
should  be  "deemed  sufficient  evidence"  that  the  child  had 
attended  school  three  months  the  preceding  year,  as  re- 
quired by  law.  This  provision  was  repealed  in  1869  (ch. 
115,  sec.  4),  and  no  evidence  of  school  attendance  was 
required  until  1880.  By  an  act  of  that  year  (1880,  ch. 
37)  parents  of  children  under  fourteen  years  of  age  were 
required  to  furnish  the  employer  certificates  of  school  at- 
tendance, signed  by  the  teacher,  school  visitor,  or  school 
committee;  and  the  employer  was  required  to  keep  the 
certificates  on  file  and  open  to  inspection  by  any  school 
visitor  of  the  town  or  by  the  secretary  or  agent  of  the 
State  Board  of  Education,  during  the  time  the  child  was 
employed.  The  certificates  were  to  be  evidence  of  such 
attendance.  There  was  no  provision  for  enforcement, 
and  no  penalty  was  fixed  for  violation. 

Such  a  provision  was  much  needed,  for  employers  who 
wished  to  obey  the  law  had  no  evidence  of  the  child's 
age  or  schooling,  except  its  own  statement  or  that  of  its 
parents.  These  statements  were  often  far  below  par. 
The  bill  had  been  defeated  in  1879  because  it  was  claimed 
that  to  require  employers  to  keep  such  certificates  on  file 
would  cause  them  much  trouble.  But  it  seems  "that  for 
some  years  many  employers  of  large  numbers  of  chil- 
dren" had  demanded  such  certificates  and  kept  them  on 
file.^^  The  law  had  a  tendency  to  promote  regularity  of 
attendance  during  the  time  required.     It  seems  needless 

dent  was  followed  the  next  week  by  70  new  scholars  in  the  village 
schools,  54  of  them  being  from  the  factory. — Ihid.,  1879,  p.  27.  "Last 
spring  I  called  on  an  American,  the  father  of  three  children  whose 
ages  were  nine,  ten  and  thirteen  years,  who  had  never  attended 
school  at  all,  and  no  claim  was  made  that  they  had  ever  been  in- 
structed at  home.  .  .  .  The  father  was  not  too  poor  to  clothe  and 
otherwise  provide  for  them  properly." — Ihid.,  1880,  p.  23. 
^  Report  State  Board  of  Education,  1880,  p.  22. 
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to  add  that  there  was  no  general  observance  of  its  pro- 
visions.^^ 

Law  of  1882. — The  law  of  1882  (ch.  80)  is  mainly  a 
compilation  of  the  child  labor  and  education  laws  at  this 
time.  Its  provisions  and  the  laws  to  which  they  belonged 
are  as  follows : 

(i)  Parents  shall  bring  up  their  children  in  some 
honest  and  lawful  calling  or  employment  and  instruct 
them  in  reading,  writing,  English  grammar,  geography 
and  arithmetic  (1650,  1821,  1872,  1880,  ch.  17);  (2) 
The  parent  of  a  child  over  eight  and  under  fourteen  shall 
send  it  to  school  twelve  weeks  or  sixty  school  days  in  any 
consecutive  twelve  months,  six  weeks  to  be  consecutive, — 
penalty,  five  dollars  for  each  week's  violation  (1872, 
1880,  ch.  17)  ;  (3)  No  child  under  fourteen  years  of  age 
who  has  resided  in  the  United  States  nine  months  shall 
be  employed  unless  it  has  attended  school  twelve  weeks 
or  sixty  school  days  of  the  twelve  months  preceding  any 
month  in  which  it  shall  be  employed,  nor  unless  six  weeks 
of  such  attendance  shall  have  been  consecutive, — penalty, 
not  more  than  sixty  dollars  (1842,  1869,  1872,  1877, 
ch.  112)  ;  (4)  The  parent  of  a  child  under  fourteen  years 
of  age  shall  furnish  the  employer  a  certificate  of  school 
attendance,  and  the  employer  shall  keep  it  on  file, — pen- 
alty for  false  statement  by  the  parent,  not  over  seven 
dollars,  or  thirty  days'  imprisonment  (1880,  ch,  37). 

The  same  provision  is  made  for  the  enforcement  of 
this  act  as  was  made  for  the  law  of  1872  (ch.  yy).  The 
only  new  feature  in  the  act  is  that  the  required  school 
attendance  of  children  who  are  employed  is  changed  from 
"sixty  days  in  each  consecutive  twelve  months"  (1880, 
ch.  17),  to  "at  least  twelve  weeks  or  sixty  full  school 
days  in  any  consecutive  twelve  months,"  and  that  chil- 
dren who  have  not  resided  nine  months  in  the  United 
States  are  exempt  from  this  requirement.  This  exemp- 
tion was  made  in  the  desire  not  to  be  hard  on  poor  for- 

"Ibid.,  1882,  p.  18. 
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eign  families,  who  had  just  moved  to  the  State,  by  requir- 
ing their  children  to  enter  school  at  once.  It  only  made 
a  loop  hole  in  the  law,  through  which  the  children  of 
these  very  families  (who  came  here  to  work  and  often 
did  not  stay  over  "nine  months"  at  a  time)  slipped  into 
the  factories  and  evaded  the  school  requirements  entirely. 
It  was  carried  through  the  revision  of  1888  (ch.  131,  sec. 
2105),  but  was  finally  repealed  in  i899(  ch.  41). 

Law  of  1885. — This  law  of  1882  was  complicated 
enough  for  all  practical  purposes.  It  was  rendered  much 
more  complicated  and  difficult  to  understand  and  enforce 
by  the  law  of  1885  and  its  amendment  of  1887,  which 
covered  much  the  same  field  as  certain  sections  of  the  law 
of  1882  and  yet  did  not  repeal  those  sections. 

The  law  of  1885  (ch.  90)  provides  that  children  over 
eight  and  under  sixteen  years  of  age  must  attend  a  public 
day  school  regularly  and  constantly  while  in  session,  or 
receive  elsewhere  thorough  instruction  in  the  studies 
taught  in  the  public  schools. ^^  Section  two  of  the  act 
exempts  from  this  requirement  "children  under  fourteen 
years  of  age  who  have  attended  school  twelve  weeks  of 
the  preceding  twelve  months,"  according  to  the  require- 
ments of  the  law  of  1882  (ch.  80),  and  children  over 
fourteen  years  of  age,  "while  properly  employed  to  labor 
at  home  or  elsewhere."  Section  three  provides  a  fine  of 
not  exceeding  five  dollars  for  each  week's  violation  on 
the  part  of  any  person,  unless  the  child  has  not  fit  cloth- 
ing, and  the  parent  is  unable  to  provide  such  clothing. 
The  exemption  of  children  under  thirteen  was  often  taken 

An  act  of  1887  (ch.  146)  required  the  teachers  or  persons  having 
control  of  private  schools  to  keep  registers  of  attendance,  in  the  form 
prescribed  for  the  public  schools,  and  open  to  inspection  by  the 
secretary  and  agents  of  the  State  Board  of  Education.  They  were 
required,  also,  to  make  to  the  secretary  of  the  State  Board  of  Educa- 
tion such  reports  concerning  their  schools  as  were  required  from  the 
school  visitors  concerning  the  public  schools. 
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advantage  of  and  the  children  neither  attended  school 
nor  worked,  but  played  in  the  streets.-'*  Yet  the  law  was 
an  improvement  upon  the  law  of  1882  (ch.  80),  which 
required  but  twelve  weeks  or  sixty  full  school  days'  at- 
tendance in  any  consecutive  twelve  months  and  applied 
only  to  those  under  fourteen. ^^  This  law  of  1885  was 
a  good  one  and  might  have  been  enforced.  It  was 
spoiled,  however,  by  an  amendment  in  1887  (ch.  145). 
Amendments. — In  1887  (ch.  145,  sec.  i)  section  two 
of  the  law  of  1885  (ch.  90)  was  so  amended  that  children 
under  thirteen  years  of  age  who  had  attended  school 
twenty-four  weeks  and  children  between  thirteen  and 
fourteen  who  had  attended  school  twelve  weeks  of  the 
preceding  twelve  months,  and  children  over  fourteen 
years  of  age,  were  exempt  from  the  requirement  (1885, 
ch.  90,  sec.  I )  to  attend  "a  public  day  school  regularly  and 
constantly  while  ...  in  session.  ..."  Section 
two  (amending  1885,  ch.  90,  sec.  3)  provided  a  penalty 
of  five  dollars  for  each  week's  violation  of  the  law,  except 
when  the  child  was  destitute  of  clothing  and  the  parent 
was  unable  to  provide  such  clothing,  or  when  the  mental 
or  physical  condition  of  the  child  rendered  its  instruction 


^  "Among  those  who  were  found  to  be  unlawfully  absent  from 
school  and  idle,  there  were  some  of  American  parentage  nearly  four- 
teen years  of  age  who  had  never  seen  the  inside  of  a  school  house. 
In  nearly  every  town  visited,  and  probably  in  nine-tenths  of  the 
towns  of  the  State,  there  are  children  growing  up  in  ignorance  and 
idleness  who  have  failed  to  secure  the  minimum  schooling  the  law 
requires." — Report  Agent  State  Board  of  Education,  1886,  p.  38. 

'^  "Families  have  been  found  having  from  two  to  four  children 
between  the  ages  of  eight  and  fourteen  years,  to  say  nothing  of  those 
older  and  younger,  who  were  born  in  this  State  or  an  adjoining 
State,  but  had  never  attended  school  or  religious  service  of  any  kind, 
and  could  not  read  or  write.  Nothing  but  the  fear  of  the  penalty 
of  the  law,  and  in  some  cases  the  penalty  itself,  would  affect  such 
persons.  In  all  the  cases  of  prosecution  for  neglect  .to  send  children 
to  school,  the  children  were  idle  or  had  no  steady  employment." — 
Report  State  Board  of  Education,  1887,  p.  46. 
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inexpedient  or  impracticable.  It  also  provided  that  cer- 
tificates of  school  attendance  of  children  under  fourteen 
should  be  furnished  the  employer  by  the  parent  (as  pro- 
vided by  the  law  of  1882,  ch.  80,  sec.  4),  and  that  the 
employer  should  require  such  certificates  and  keep  them 
on  file. 

This  law,  grafted  upon  those  of  1882  and  1885,  was 
too  complicated  and  fine  drawn  to  be  easily  understood 
and  remembered  by  parents  and  employers.  The  penal- 
ties against  parents  were  not  rigorously  enforced.  In 
1886  there  were  but  seven  prosecuted.  In  1887  (ch.  23) 
the  agents  of  the  State  Board  of  Education,  appointed  in 
1 886,  were  empowered  to  compel  children  to  attend  school. 
Before  that  they  could  dismiss  the  children  from  the  fac- 
tory but  could  not  compel  them  to  go  to  school.  They 
secured  fair  enforcement  of  the  law,  except  the  provision 
that  children  between  thirteen  and  fourteen  who  had 
attended  school  twelve  weeks  of  the  preceding  twelve 
months  were  exempt  from  the  law  while  lawfully  em- 
ployed. Upon  this  point  the  Report  of  the  State  Board 
of  Education  (1889,  p.  115)  says: 

"Children  between  13  and  14  in  manufacturing  dis- 
tricts are  usually  found  in  the  mills.  The  law  requiring 
sixty  days'  attendance  within  the  year  previous  to  em- 
ployment is  little  regarded.  Having  reached  13  years 
of  age,  they  are  accepted,  go  to  work,  and  are  not  dis- 
charged. They  become  14  before  the  cases  can  be  inves- 
tigated, and  this  last  period  of  schooling  is  entirely  lost. 
Moreover,  while  the  law  requires  parents  to  send  [the 
children]  120  days,  the  law  relating  to  certificates  re- 
quires that  60  days  only  shall  be  noted.  The  result  is  that 
children  between  12  and  13,  after  having  attended  60 
days,  obtain  work  in  the  mills.  The  outcome,  so  far  as 
children  are  concerned,  is  that  there  is  little  schooling 
between  12  and  14  and  none  after  that  period." 
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These  laws  were  incorporated  in  the  general  statutes 
of  1888  (ch,  131,  sees.  2102-2107).  In  1895  (ch.  134) 
the  exemption  from  the  law^^  while  at  labor  was  removed, 
except  for  those  over  fourteen.  By  this  change  the  child 
labor  law  was  simplified  and  made  more  easy  of  enforce- 
ment ;  but  the  temptation  on  the  part  of  parents  to  falsify 
was  increased,  and  the  enforcement  of  the  compulsory 
school  attendance  laws  made  more  difficult.  Certificates 
of  attendance  were  no  longer  needed,  only  certificates 
of  age.^'^ 

In  1899  (ch.  19)  the  law  was  further  amended  by 
providing  that  every  child  over  seven  and  under  sixteen 
years  of  age  should  attend  a  public  day  school  regularly 
while  it  was  in  session,  unless  it  was  "elsewhere  receiving 
regularly  thorough  instruction  during  said  hours  and 
terms  in  the  studies  taught  in  the  public  schools."  Chil- 
dren over  fourteen  were  not  subject  to  these  requirements 
while  lawfully  employed  at  labor.  This  law  of  1899  has 
been  quite  effective  and  well  enforced. ^^  It  was  incorpor- 
ated in  the  general  statutes  of  1902  (Title  12,  ch.  130, 
sees.  21 16-21 18). 

The  provisions  of  the  act  of  1882  (G.  S.  1888,  sec. 
2105),  which  prohibited  the  employment  of  any  child 
under  fourteen  years  of  age  who  had  resided  in  the 
United  States  nine  months,  unless  such  child  had  attended 
school  at  least  twelve  weeks  or  sixty  full  school  days,  had 
been  superseded  by  the  act  of  1885  (eh.  90),  which  re- 

"  1887,  ch.  14s,  sec.  I  (see  p.  32). 

''Under  law  of  1895  (ch.  124). 

""Still  many  violations  of  it  occur  in  the  rural  districts  during 
the  first  and  last  school  months  of  the  school  year.  By  the  reports 
received  for  September,  or  in  visiting  the  schools  later,  the  agent 
finds  that  some  children  were  at  work  some  weeks  after  the  school 
opened,  while  the  reports  for  the  last  month  of  the  school  year 
show  that  some  children  left  school  before  its  close  'to  work'." — 
Report  State  Board  of  Education,  1902,  p.  61. 
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quired  the  attendance  at  school  while  in  session  of  all 
children  over  eight  and  under  sixteen  years  of  age,  yet 
it  was  allowed  to  remain  on  the  statute  books.  It  was 
repealed  by  the  act  of  1899  (ch.  41),  which  provides  that 
the  employing  or  authorizing  the  employing  of  "any  child 
under  fourteen  years  of  age  during  the  hours  while  the 
school  which  such  child  should  attend  is  in  session,"  shall 
be  punished  by  a  fine  of  not  more  than  twenty  dollars  for 
each  week's  employment. 

This  law  is  the  same  in  the  revision  of  1902  (sec. 
21 19).  Here  at  last  we  have  a  law  that  is  short,  plain, 
and  easy  of  enforcement.  The  minimum  age  law  of  1895 
(ch,  124)  refers  only  to  the  children  in  certain  enumer- 
ated industries;  this  includes  the  children  in  all  occupa- 
tions during  school  hours.  It  recognizes  the  right  of  the 
child  to  an  education  as  being  superior  to  the  pecuniary 
needs,  or  the  greed,  of  its  parents.  Its  only  use,  however, 
is  to  strengthen  chapter  nineteen  (1899),  which  requires 
parents  of  children  "over  seven  and  under  sixteen"  to 
send  them  to  school  "regularly  during  the  hours  and 
terms"  the  school  is  in  session. 

Enforcement. — In  Connecticut  the  enforcement  of  the 
child  labor  laws  and  the  school  attendance  laws  devolves 
upon  the  same  officers,  the  agents  of  the  State  Board  of 
Education.  It  is  true  the  school  attendance  laws  provide 
also  for  their  enforcement  by  the  local  school  officers,  but 
with  few  exceptions  the  work  is  thrown  upon  the  state 
agents.  The  teachers  report  all  cases  of  absence  to  them 
each  month  and  they  look  up  all  bad  cases.  They  are  very 
diligent  and  earnest  in  their  efforts  to  keep  every  child 
under  fourteen  years  of  age  in  school,  and  they  succeed 
fairly  well.  More  complete  enforcement  is  prevented  by 
three  causes : 

(i)  There  is  a  "low  standard  in  the  public  mind  of 
what  regular  attendance  is",  and  hence  "the  thorough 
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moral  support  of  the  entire  community"  in  the  enforce- 
ment of  these  laws  is  lacking.  Then,  the  ignorance,  in- 
difference, and  sometimes  poverty,  of  parents  (largely 
foreign)  who  are  anxious  to  keep  their  children  out  of 
school  to  assist  in  the  home,  complicate  matters. 

(2)  There  is  often  a  lack  of  co-operation  by  local 
officers.  "Prosecuting  officers  will  not  bring  suit  against 
delinquent  and  negligent  employers  and  parents;  judges 
will  not  convict  when  the  evidence  is  clear.  This  has 
gone  so  far  that  within  the  past  year  a  parent  who  pleaded 
guilty  was  acquitted  by  a  justice. "^^ 

(3)  The  number  of  enforcing  agents  often  has  been 
inadequate.  One  agent,  during  the  busy  months  after 
the  opening  of  the  schools  in  1905,  was  attempting  to 
enforce  the  law  in  a  district  which,  as  he  described  it  to 
the  writer,  was  approximately  fifty  miles  square,  covered 
three  counties,  had  forty  towns,  seven  hundred  school 
teachers  and  thirty  thousand  school  children.  To  enforce 
the  laws  he  must  examine  five  hundred  teachers'  reports 
each  month,  see  that  all  of  the  thirty  thousand  children, 
scattered  over  the  2500  square  miles  of  territory,  are  in 
school,  and  inspect  the  condition  of  several  hundred  chil- 
dren between  fourteen  and  sixteen  years  of  age  in  the 
largest  cotton  mill  district  in  the  State.  It  is  not  sur- 
prising that  he  should  be  able  to  relate  that  once,  in  an 
out  of  the  way  place  in  the  woods,  he  found  a  family  of 
children  of  school  age  who  had  not  been  to  school  for 
three  years. ^" 

(b)     Child  Labor  Laws. 
The  Law  of  1886. — In  1855  the  prohibitory  age  limit 
for  the  employment  of  child  labor  in  manufacturing  and 
mechanical  establishments  was  fixed  at  nine  years.     In 

^'  Report  State  Board  of  Education,  1904,  p.  6. 

'"  The  above  agent  said  to  the  writer :  "I  could  make  a  prosecution 
every  day  if  I  had  time  to  get  to  them.    There  are  that  many  cases 
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1856  (ch.  39)  it  was  raised  to  ten  years.  The  law  was 
never  enforced  and  the  careless  manner  in  which  it  was 
omitted  from  the  revision  of  1875  shows  the  general  lack 
of  interest  in  it.  Yet  there  was  great  need  for  such  a  law. 
The  Report  of  the  Bureau  of  Labor  Statistics  for  1874 
(p.  61)  says: 

"Children  eight  years  of  age  have  been  known  to  ap- 
pear at  their  factory  work  in  the  early  morning  with  their 
eyes  scarcely  opened  through  want  of  sufficient  sleep  for 
their  health  and  comfort." 

In  the  same  year  the  Agent  of  the  State  Board  of  Educa- 
tion says  :^^ 

"Only  a  few  manufacturers  intend  to  employ  children 
under  ten  years  of  age,  but  there  are  a  few  mills  where 
children  under  eight  years  of  age  may  be  found  at  work." 

In  1885  Commissioner  Hadley  says:^^ 

"Some  people  .  .  .  find  it  hard  to  believe  that  chil- 
dren under  ten  years  of  age  are  thus  employed  in  fac- 
tories.   Unfortunately,  it  is  true  that  they  are."     (p.  50.) 

"...  There  are  many  mills,  especially  among  the 
less  important  ones,  where  it  has  been  impossible  to  stop 
or  even  detect  them."     (p.  49.) 

"...  The  French  Canadian,  in  a  great  many 
instances,  .  .  .  urges  and  even  insists  upon  the  em- 
ployment of  the  family  as  a  whole,  down  to  the  very 
youngest  children  who  can  be  of  possible  service."  (p. 
48.) 

Many  similar  cases  might  be  given.  Such  conditions 
brought  a  demand  for  reform.  In  the  agitation  for  a 
new  law  the  Knights  of  Labor  were  quite  prominent. 
Several  bills  on  the  subject  were  introduced.  The  State 
Board  of  Education  favored  twelve  years  as  a  minimum 

that  need  to  be  prosecuted.  There  are  many  cases  reported  that  I 
have  not  time  to  look  up." 

^  Report  State  Board  of  Education,  1874,  p.  17. 

^"  Report  Conn.  Bureau  Labor  Statistics. 
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age  for  employment,  while  the  Knights  of  Labor  held 
out  for  fourteen  years.  Thirteen  years  was  finally  fixed 
upon  as  a  compromise.  On  the  final  passage  of  the  bill 
there  were  but  three  votes  against  it  in  the  Senate  and 
but  one  in  the  House. 

The  act  of  1886  (ch.  124,  sec.  i)  provides  that, 

"No  child  under  thirteen  years  of  age  shall  be  em- 
ployed in  any  mechanical,  mercantile  or  manufacturing 
establishment." 

Section  two  fixes  a  penalty  of  sixty  dollars  for  each 
week's  violation  by  the  employer.  He  is  exempt,  how- 
ever, if  at  the  time  of  employment  he  has  on  file  the  cer- 
tificate of  a  town  clerk  or  the  child's  teacher  that  such 
child  is  more  than  thirteen  years  of  age,  or  a  like  certifi- 
cate of  the  parent  or  guardian,  when  there  is  no  record 
of  the  child's  age  in  the  office  of  the  town  clerk  and  such 
child  has  not  attended  school  in  this  State.  The  signing 
of  a  false  certificate  makes  the  parent  liable  to  a  fine  of  not 
more  than  sixty  dollars. 

Under  section  three,  it  is  the  duty  of  the  State  Board 
of  Education  and  the  local  school  officers  of  the  towns 
to  enforce  the  act,  and  the  State  Board  of  Education  may 
appoint  enforcing  agents. 

This  act  had  several  weak  points,  (i)  In  applying 
only  to  certain  enumerated  industries  it  left  many  chil- 
dren outside  the  pale  of  its  protection.  It  did  not  apply 
to  those  employed  in  farming,  or  in  professional,  personal 
or  domestic  service.^^  Then  the  boundaries  of  these 
enumerated  industries  are  very  vague.  "The  distinctions 
which  are  called  for  are  often  arbitrary  and  such  as  can 

^  "It  seems  to  reach  a  boy  who  sells  or  delivers  newspapers  for  a 
news  dealer  or  a  newspaper  publisher,  but  not  one  who  sells  news- 
papers on  his  own  account.  Does  it  reach  a  telegraph  messenger 
boy,  or  a  lawyer's  office  boy,  or  a  barber's  boy,  or  a  livery- stable 
boy,  or  one  who  drives  a  team,  etc.?" — Report  State  Board  of 
Education,  1887,  p.  11. 
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easily  be  evaded."  The  making  of  them  has  always  trou- 
bled the  agents.  (2)  The  enforcing  agents  provided  for 
by  the  act  could  turn  the  children  out  of  the  factory  into 
the  street,  but  had  no  authority  to  compel  their  attend- 
ance at  school.  The  one  agent  whose  duty  it  was  to 
enforce  the  school  attendance  laws  could  not  look  after 
all  these  cases.  This  defect  was  remedied  in  1887  (  ch. 
23),  and  the  agents  were  empowered  to  compel  the  chil- 
dren to  attend  school.  (3)  As  the  law  did  not  require 
that  certificates  be  given  by  the  parents  or  that  they  be 
required  or  kept  by  the  employer,  the  latter  followed  his 
own  inclination  in  the  matter.  Some  required  certificates, 
others  did  not.  The  provision  which  accepts  "the  certi- 
ficate of  the  parent  or  guardian,  where  there  is  no  record 
of  the  child's  age  in  the  office  of  the  town  clerk  and  such 
child  has  not  attended  school  in  this  State,"  applied,  in 
practice,  mainly  to  the  French  Canadians.  This  and  a 
similar  provision  in  the  law  of  1887  (ch.  62),  which 
accepted  the  certificate  of  a  minor  "made  by  him,"  are 
two  of  the  greatest  travesties  on  law  found  in  the  numer- 
ous loose  child  labor  acts  of  Connecticut.  The  Report 
of  the  State  Board  of  Education  in  1888  (p.  38)  says: 

"...  The  rapacity  of  the  parents  has  impelled 
them  to  false  statements  concerning  the  ages  of  their 
children.  The  reports  indicate  extensive,  deliberate  and 
unqualified  lying  for  the  sole  purpose  of  securing  the 
money  which  their  children  can  earn.  It  is  difficult  and 
generally  impossible  to  fix  this  falsification  by  evidence 
admissable  in  court.  The  result  is  that  children  are 
employed  who  ought  not  to  be  employed,  and  are  out  of 
school  when  they  ought  to  be  in  school."^* 

One  of  the  present  agents  of  the  State  Board  of  Edu- 

**  "Many  of  these  children  are  of  small  stature,  and  it  is  very- 
difficult  for  employers  or  school  officers  to  determine  their  ages. 
When  questioned,  these  children  and  their  parents  always  say  they 
are  thirteen  or  more,  while  appearances  frequently  indicate  the  con- 
trary.    The  oath  of  the  parent  respecting  the  age  of  the  child  is 
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cation  related  to  the  writer  that  when  parents  gave  certi- 
ficates he  called  out  fifteen  children  in  one  mill.  All  had 
certificates.  He  asked  the  manager  how  many  of  them 
he   thought   were  as   old   as   they   claimed   to   be.      He 

answered,  "Not  a  d d  one  of  them.     My  orders  are 

to  keep  the  mill  running." 

The  six  agents  appointed  by  the  State  Board  of  Educa- 
tion to  enforce  the  act  soon  discovered  that  there  was  no 
"active  and  spontaneous  interest"  in  the  law,  and  that 
even  those  who  had  been  active  in  securing  its  passage 
offered  no  assistance  in  its  execution.  Employers  ofifered 
no  opposition  to  the  enforcement  of  the  law  and  generally 
discharged  all  children  under  thirteen.  "Of  the  estab- 
lishments visited  thirty-one  are  reported  as  favoring  the 
law  and  eight  as  decidedly  against  it."^^  Those  who 
favored  the  law  held  that  for  physical  reasons  children 
under  thirteen  ought  not  to  work,  and  that  they  should 
be  in  school  regularly  and  constantly;  that  their  labor  is 
not  profitable ;  and  that  it  is  not  necessary  to  their  acqui- 
sition of  skill.  Those  who  opposed  the  law  claimed  that 
early  employment  is  necessary  to  secure  regularity  and 
skill,  and  that  families  deprived  of  their  children's  support 
had  become  charges  on  the  town.  They  claimed  also  that 
much  of  their  work  could  be  done  better  by  young  chil- 
dren than  by  older  ones;  that  families  would  not  locate 
near  their  factories  unless  these  young  children  were 
employed;  that  this  cheap  labor  was  necessary  to  compe- 
tition with  other  States;  that  more  families  would  now 
be  necessary  to  carry  on  the  work,  and  this  would  require 
more  tenements  and  thus  would  increase  the  cost  of  the 
product. 


accepted,  in  the  absence  of  proof  to  the  contrary,  which  is  difficult 
and  often  impossible  to  obtain." — Report  Conn.  Bureau  Labor  Sta- 
tistics, 1889,  p.  55. 
""  Report  State  Board  of  Education,  1887,  p.  117. 
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As  usual  the  parents,  through  their  rapacity  and  false 
statements,  offered  the  chief  obstacle  to  the  enforcement 
of  the  law.^^  Opposition  came  also  from  local  authorities 
who  feared  that  families  might  come  upon  the  town  for 
support. 

The  Report  of  the  State  Board  of  Education  for  1887 
(p.  54)  says: 

"...  During  the  twelve  months  ending  July  i, 
[1887]  there  were  employed,  chiefly  in  manufacturing 
and  mercantile  establishments  of  the  State,  at  least  2,600 
children  under  fourteen  years  of  age." 

They  were  distributed  as  follows: 

Per  cent. 

Age.  of  total.  Number. 

8 2.2  57 

9 3-7  96 

ID 1 1.4  296 

II 16.3  423 

12 28.8  748 

13 37-6  979 

By  industries  they  were  distributed  approximately  as 
follows  :^'^ 

Cotton  factories    1200 

Woolen  factories    400 

Silk  factories  100 

Metal  goods  400 

Other  factories   250 

Stores    250 

It  was  estimated  that  from  1000  to  1200  families  would 
be  affected  by  the  throwing  out  of  employment  of  the 
1600  children  under  thirteen  years  of  age  who  worked 
some  part  of  the  previous  year.^^ 

^^  "They  will  impose  upon  the  manufacturer,  resort  to  every  sub- 
terfuge to  conceal  the  age  of  their  children  and  in  every  way  in 
their  power  avoid  complying  with  the  requirements  of  this,  and  of 
the  school  law,  in  order  to  pocket  the  money  results  of  the  children's 
work." — Report  State  Board  of  Education,  1887,  p.  121. 

^  Report  State  Board  of  Education,  1887,  p.  55. 

**/&iJ.,  p.  64. 
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As  no  thorough  canvass  of  the  State  had  been  made  at 
the  time  these  figures  were  pubHshed  they  must  be  taken 
as  an  optimistic  approximation.  I  offer  them  in  the  ab- 
sence of  any  others. 

The  law  of  1886  was  very  effective,  and  in  1894  only 
six  cases  were  found  of  children  under  thirteen,  illegally 
employed.     Its  economic  effects  will  be  discussed  later. 

The  Amendment  of  18^5. — The  law  of  1886,  as  has 
been  noted,  was  the  result  of  a  compromise  between  the 
State  Board  of  Education  and  the  Knights  of  Labor. 
After  its  passage  the  labor  unions  did  not  cease  their 
efforts  to  raise  the  age  limit  to  fourteen  years,  and  in 
the  legislature  of  1892-93  a  bill  (H.  B.  280)  was  intro- 
duced to  that  effect.  At  the  hearing  before  the  Committee 
on  Labor  Giles  Potter,  agent  of  the  State  Board  of 
Education,  said  he  did  not  think  the  measure  would  be 
beneficial. ^^  The  bill  was  adversely  reported  and  rejected. 

The  change,  however,  was  generally  approved.  In 
1893  t^"^^  Bureau  of  Labor  Statistics  sent  letters  to  manu- 
facturers, workmen,  school  superintendents  and  teachers, 
and  physicians,  asking  their  views  on  the  proposed 
change.  The  large  majority  of  those  replying  heartily 
favored  the  proposed  increase  of  the  age  limit,  and  not 
a  few  favored  raising  it  to  even  fifteen  or  sixteen  years. ^*^ 
Of  the  seventy-one  manufacturers,  thirty-nine  desired  an 
increase  in  the  age  limit,  twenty-six  opposed  a  change, 
and  six  were  between  these  two  groups.  Of  the  thirty- 
six  superintendents  and  teachers,  twenty-nine  favored 
and  seven  opposed  the  change.  Of  the  twenty-one  work- 
men, eighteen  favored  the  proposition.  Only  five  of 
thirty-one  physicians  opposed  the  change.'*^ 

^  Report  Conn.  Bureau  Labor  Statistics,  1892-93. 
^Ihid.,  1893,  p.  192. 

■"As  those  who  favored  the  change  would  be  most  likely  to 
answer,  these  opinions  must  be  accepted  with  allowances. 
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The  change  was  supported  for  the  following  reasons : 

1.  It  would  result  in  a  benefit  to  the  child  physically 
and  intellectually. 

2.  It  would  increase  the  demand  for  adult  labor. 

3.  In  these  two  ways  it  would  result  in  a  benefit  to  the 
State  and  to  posterity. 

In  opposition  the  reasons  advanced  were : 

1.  It  would  work  a  hardship  on  invalid  and  needy 
parents, 

2.  It  is  socialistic. 

3.  It  is  an  infringement  of  the  rights  of  parent  and 
child. 

4.  It  would  foster  idleness. 

The  necessity  of  the  manufacturer  for  cheap  labor  was 
seldom  advanced.  They  had  learned  by  experience  that 
older  and  more  intelligent  labor  is  as  economical  as  that 
of  young  children. 

We  need  consider  but  two  of  the  above  objections,  the 
first  and  the  third.  In  answer  to  the  first  it  may  be  said 
that  the  right  of  a  child  to  an  education  and  to  a  normal 
moral  and  physical  development  is  not  dependent  upon 
the  economic  condition  of  its  parents  and  should  not 
be  influenced  by  it.  The  possible  present  advantage  of  a 
few  is  not  to  be  opposed  to  the  positive  future  welfare  of 
all.  "It  is  better  for  the  State  to  bear  a  small  burden 
now  than  a  larger  burden  later."  The  third  objection 
embraces  (i)  the  rights  of  the  State,  (2)  the  rights  of 
the  parent,  and  (3)  the  rights  of  the  child.  Any  society 
must  claim  the  right  of  self-defense.  Its  interests  must 
be  held  paramount  to  the  interests  of  any  one  of  its  mem- 
bers. The  rights  of  any  individual  member  cease  to  be 
rights  when  their  further  exercise  will  work  an  injury 
to  the  society  as  a  whole.  "The  State's  solicitude  for  the 
children,  far  from  being  an  interference  with  rights,  is  a 
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a  championship  of  the  rights  of  the  children  by  the  only 
power  capable  of  extending  protection. "^^ 

In  1895  a  bill  (H.  B.  414)  was  passed  raising  the  age 
for  employment  from  thirteen  to  fourteen  years  (ch. 
1 18).  This  amendment  to  the  law  of  1886  was  supported 
vigorously  by  the  Legislative  Committee  of  the  Connec- 
ticut Branch  of  the  American  Federation  of  Labor,  and 
by  the  Secretary  of  the  State  Board  of  Education.  It 
was  opposed  by  Representative  Talcott,  of  Vernon,  who 
was  a  manufacturer  and  an  employer  of  children.  The 
labor  unions  in  their  demands  were  probably  prompted 
as  much  by  a  desire  to  avoid  competition  with  child  labor 
as  by  an  interest  in  the  physical  and  mental  development 
of  the  children. 

The  law  was  much  needed  in  support  of  education. 
Over  fifty  per  cent,  of  the  children  left  school  before 
finishing  the  grammar  grades.  In  manufacturing  com- 
munities the  percentage  rose  to  "sixty,  seventy,  eighty, 
ninety  and  even  one  hundred  per  cent.  ..."  Very 
many  of  them  left  school  for  the  factory  as  soon  as  the 
law  would  permit.^^ 

An  investigation  in  nine  manufacturing  cities  and  bor- 
oughs of  the  State,  made  by  the.  Bureau  of  Labor  Sta- 
tistics in  1895,  showed  the  following  conditions  :^^ 


*^  Report  Conn.  Bureau  Labor  Statistics,  1894,  p.  290. 

^  "A  study  of  the  summary  shows  that  of  the  twenty-six  schools 
reporting  for  1890  only  six  report  the  average  age  of  graduation  to 
be  less  than  fourteen  years.  For  1891  thirty-six  schools  reported, 
and  in  twenty-seven  of  them  the  average  age  was  more  than  four- 
teen. It  was  also  over  fourteen  in  forty  of  the  forty-seven  schools 
reporting  for  1892,  in  forty-eight  of  the  fifty-eight  reporting  for 
1893,  and  in  fifty-eight  of  the  seventy-four  reporting  for  1894." — 
Report  Conn.  Bureau  Labor  Statistics,  1894,  p.  276. 

^  Report  Conn.  Bureau  Labor  Statistics,  1895,  p.  216. 
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Percentage  of  Children  Percentage  leaving 

not   completing  Gram-  school   at    thirteen 

mer  School  years  of  age 

Hartford    44.00  32.00 

New  Haven  58.00  32.00 

Norwich    70.00  48.00 

New  London  20.00  17.00 

Bridgeport    41.00  

Killingly    45-00  45-00 

Windham    58.00  62.00 

Middletown    50.00  10.00 

Rockville    70.00  65.00 


The  defects  noted  in  the  law  of  1886  in  regard  to  its 
appHcation  only  to  children  employed  in  the  enumerated 
industries,  and  to  its  acceptance  of  the  parent's  certificate 
of  the  child's  age,  are  the  same  in  its  amendment  of  1895. 
The  acts  of  1901  (ch.  no),  1903  (ch.  75)  and  1905  (ch. 
115)  are  aimed  at  the  defect  in  regard  to  certificates. 
The  enforcement  and  effects  of  the  law  of  1895  will  be 
discussed  in  connection  with  these  acts. 

Age-Certificate  Laws. — Under  the  law  of  1886  (ch. 
124)  an  employer  was  exempt  from  punishment  for  em- 
ploying a  child  under  thirteen  years  of  age  if  he  had  on 
file  a  certificate  of  age  by  the  town  clerk,  the  child's 
teacher,  or  by  the  parent  when  there  was  no  record  of  the 
child's  age  in  the  office  of  the  town  clerk  and  it  had  not 
attended  school  in  the  State.  There  was  a  fine  of  sixty 
dollars  for  false  statement  by  the  parent  as  to  the  child's 
age.  The  law  is  the  same  in  1895  (ch.  118),  except  that 
the  age  is  fourteen.  As  has  already  been  noted,  this 
weakness  as  to  certificates  caused  the  greatest  trouble  in 
trying  to  enforce  these  laws.  As  no  certificates  were 
required  by  the  law  the  only  proof  that  the  employer  or 
enforcing  agent  had  of  the  child's  age,  when  it  was  for- 
eign born  and  had  not  attended  school  here,  was  the 
statement  of  the  parent.  This  must  be  accepted.  Pa- 
rents did  not  hesitate  to  misrepresent  the  ages  of  their 
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children  in  order  to  get  them  into  the  factory.'*^  Thus, 
in  spite  of  the  minimum  age  law,  the  law  requiring  all 
under  fourteen  to  attend  school,  and  the  earnest  eifforts 
of  the  enforcing  agents,  often  the  law  was  defeated.  In 
1 90 1  (ch.  no)  there  was  an  attempt  to  remedy  this. 
This  law  provides  that  every  employer  of  a  child  under 
sixteen  years  of  age 

"shall  obtain  a  certificate  showing  that  the  child  is  over 
fourteen  years  of  age.  Such  certificate  shall  be  signed 
by  the  registrar  of  births,  marriages,  and  deaths,  or  the 
town  clerk  of  the  town  where  there  is  a  public  record  of 
the  birth  of  the  child,  or  by  a  teacher  of  the  school  where 
the  child  last  attended,  or  by  the  person  having  custody 
of  the  register  of  said  school.  If  the  child  was  not  born 
in  the  United  States  and  has  not  attended  school  in  this 
State,  one  of  the  parents  or  the  guardian  of  the  child 
shall  have  the  date  of  the  birth  of  the  child  recorded  by 
the  registrar  of  births,  marriages,  and  deaths,  or  the  town 
clerk  where  such  parent  or  guardian  resides." 

The  parent  must  take  oath  as  to  the  date  and  place  of  birth 
of  the  child  and  produce  any  family  record,  passport,  or 
other  paper  showing  its  age  or  the  date  of  its  birth. 
There  is  a  fine  of  a  hundred  dollars  for  failure  of  the 
employer  to  have,  keep  on  file,  and  show  to  the  agents  of 
the  State  Board  of  Education  or  the  local  school  board 


■^  "That  there  are  children  not  fourteen  years  old  working  in  the 
mills  no  one  who  has  seen  them  will  question,  but  a  certificate  of 
age  has  been  given  by  the  parent  stating  that  the  child  is  over  four- 
teen."— Report  State  Board  of  Education,  1899,  p.  47. 

"There  is  no  doubt  that  the  law  giving  parents  the  right  to  issue 
certificates  of  age,  in  order  that  the  children  between  fourteen  and 
sixteen  may  be  employed,  is  knowingly  and  wilfully  violated.  .  .  . 
There  are  many  instances  where  a  child  said  to  be  fourteen  years 
old  is  working  on  a  parent's  certificate.  ...  In  a  case  just  inves- 
tigated the  parents  of  the  boy  whose  age  was  in  question  claimed 
that  he  was  fourteen  and  born  in  Canada;  continued  investigation 
revealed  that  he  was  born  in  Rhode  Island  and  a  copy  of  the 
records  showed  that  he  was  but  eleven  years  old." — Report  State 
Board  of  Education,  1901,  p.  62. 
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these  certificates  and  a  list  of  names  of  the  children  em- 
ployed. The  penalty  for  employment  of  a  child  without 
a  certificate  is  sixty  dollars  for  each  week,  and  for  false 
statement  by  the  parent  concerning  the  age  of  a  child 
twenty  dollars. 

In  practice  this  law  had  two  weaknesses :  ( i )  the  care- 
less manner  in  which  registrars  and  town  clerks  often 
recorded  the  births  of  foreign  born  children  without  suf- 
ficient documentary  or  other  evidence,  and  then  granted 
them  age  certificates;  and  (2)  the  ease  with  which  the 
parents  of  foreign  born  children  who  had  not  attended 
school  here  could  defeat  the  purpose  of  the  law  by  false 
statements.  Town  clerks  were  very  careless.  In  a  case 
investigated  by  the  writer  the  register  of  the  town  clerk 
showed  that  two  brothers  were  born  in  the  same  year  and 
on  the  same  day  of  the  month.  Both  were  granted  certi- 
ficates, the  record  being  on  the  same  page,  and  showing 
the  names  of  the  father  and  mother  to  be  the  same  in 
each  case.  Investigation  showed  that  one  boy  was  four- 
teen and  the  other  sixteen  years  old.  Foreigners,  the 
births  of  whose  children  were  not  recorded,  sometimes 
claimed  that  the  age  as  found  in  the  school  register  was 
wrongly  given  by  the  child  (too  often  the  case)  or 
wrongly  recorded  by  the  teacher,  and  that  the  child  was 
older;  or,  if  it  had  not  attended  school,  they  took  oath 
before  the  registrar  that  the  child  was  older  than,  actu- 
ally, it  was.  There  was  no  proof  to  the  contrary  and  the 
certificate  must  be  granted.  Employers  sometimes  ac- 
cepted the  statement  of  the  parent  that  the  child  was  over 
sixteen,  and  incurred  no  risk,  for  there  was  no  legal  proof 
of  the  child's  age  except  the  statement  of  the  parent.'*^ 

But  in  spite  of  its  weaknesses  and  of  these  deceptive 
violations,  the  law  of  1901  was  very  beneficial,  and  was 

**  Report  State  Board  of  Education,  1901,  p.  56;  1903,  p.  64. 
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generally  quite  well  enforced.  Employers  usually  sup- 
ported the  law  and  tried  to  obey  it.  Some  of  them  had 
required  certificates  under  the  old  law,  which  was  not 
compulsory.  Others  had  not  kept  certificates  under  the 
old  law  and  were  slow  to  obey  the  new  one.  In  1904 
one  of  the  enforcing  agents  reported  that  of  the  1,690 
children  between  fourteen  and  sixteen  years  of  age  em- 
ployed in  his  district,  104  were  employed  without  certifi- 
cates of  age."^^  This  district  is  in  the  eastern  part  of  the 
State,  where  most  of  the  cotton  mills  are  situated.  The 
operatives  here  are  largely  French  Canadians,  the  people 
who  violate  the  law  most  frequently. 

The  law  of  1901  was  also  evaded  by  families  who 
brought  their  children  from  other  States  into  Connecticut 
to  work.  Often  there  was  no  record  of  the  birth,  and  the 
town  clerks  and  registrars  too  frequently  granted  cer- 
tificates on  the  statements  made  by  the  parents,  without 
investigating  the  cases.  It  was  thought  that  the  State 
Board  of  Education  would  do  this  work  more  carefully, 
so,  in  1903  (ch.  75),  a  law  was  passed  which  provides 
that  in  cases  of  unrecorded  dates  of  births  of  children 
who  were  born  in  the  United  States  but  who  have  not 
attended  school  in  this  State,  and  in  cases  where  the 
record  of  the  date  of  birth  on  the  school  register  one  year 
is  inconsistent  with  the  record  of  another  year,  the  State 
Board  of  Education  may  investigate  "and,  if  it  appears 
that  the  child  is  over  fourteen  years  of  age,  may  grant 
a  certificate."  This  was  power  well  placed  and  the  law 
has  been  effective  of  much  good,  but  as  it  did  not  repeal 
the  earlier  provision  or  make  this  the  sole  way  of  securing 
such  certificates  it  did  not  stop  misrepresentation  in  all 
cases.    The  law  is  still  in  force. 

In  1905  (ch.  115)  Connecticut  took  another  step  in 
"Ibid.,  1904,  p.  61. 
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her  favorite  "cut  and  try"  method  of  legislation.  The 
loop  hole  in  the  law  of  1901  (G.  S.  1902,  sec.  4705) 
which  allowed  the  parent  or  guardian  of  a  child  not  born 
in  the  United  States  and  who  had  not  attended  school 
in  this  State  to  have  the  date  of  its  birth  recorded  by  the 
registrar  of  births  or  the  town  clerk,  was  stopped  by  the 
following  amendment : 

"If  a  child  was  not  born  in  the  United  States  the  State 
Board  of  Education  may  investigate  and,  if  it  appears 
that  said  child  is  over  fourteen  years  of  age,  may  grant  a 
certificate  accordingly." 

Enforcement. — From  the  defects  already  noted  in  the 
certificate  laws  of  1901  and  1903,  it  is  evident  that  under 
such  laws  the  complete  prohibition  of  child  labor  has  been 
impossible.  Besides  the  deceptions  of  the  parents  in  se- 
curing certificates,  and,  in  cases,  of  mutilating  certificates, 
passports,  etc.,  for  deceptive  purposes,  there  are  still  a  few 
employers  who  violate  the  law  by  employing  children  ille- 
gally. In  one  of  the  finest  bakeries  in  the  State  the  writer 
found  six  school  girls  tying  up  loaves  of  bread.  Three 
of  these  were  under  fourteen,  and  three  between  fourteen 
and  sixteen  years  of  age.  They  worked  an  hour  and  a 
half  each  afternoon  after  school.  None  of  them  had  cer- 
tificates and  hence  all  were  employed  illegally.  Their 
employer  was  ignorant  of  the  law,  and  was  much  sur- 
prised when  he  was  informed  that  he  was  employing  the 
children  illegally.  He  at  once  dismissed  the  three  who 
were  under  fourteen  and  had  the  other  three  secure  cer- 
tificates. While  this  was  a  case  of  ignorant  violation  by 
a  worthy  employer,  it  shows  that  the  law  may  still  be 
violated  for  weeks  without  the  State's  agents  ever  know- 
ing of  it.  Then  some  employers,  though  reasonably 
careful  not  to  employ  children  under  fourteen,  are  care- 
less about  keeping  on  file  a  certificate  for  each  child.  Often 
when  a  child  leaves  a  factory  it  takes  its  certificate,  and 
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when  it  returns  later  it  is  employed  without  a  certificate 
being  placed  on  file. 

Such  cases  as  the  foregoing  are  of  minor  importance. 
What  is  more  grave  is  the  fact  that  there  is  evidence  that 
the  minimum  age  law,  in  cases,  is  being  wilfully  violated 
with  the  knowledge  and  tacit  consent  of  those  whose  duty 
it  is  to  enforce  it.  When  the  minimum  age  for  employ- 
ment was  fixed  at  thirteen  years  in  1886,  the  State  Board 
of  Education,  it  will  be  remembered,  favored  and  worked 
for  twelve  years  as  the  minimum.  They  were  defeated 
by  the  Knights  of  Labor.  Mr.  Giles  Potter,  who  was 
then  the  sole  agent  of  the  State  Board  of  Education  and 
who  advocated  the  twelve-year  limit,  said  to  the  writer 
recently : 

"I  and  others  have  tried  to  get  a  law  permitting  the 
employment  of  children  of  twelve  when  the  schools  are 
not  in  session,  but  the  unions  have  always  opposed  it  and 
we  have  never  been  able  to  pass  such  a  law." 

In  regard  to  one  of  these  bills  the  report  of  the  legis- 
lative committee  of  the  Connecticut  Branch  of  the  Amer- 
ican Federation  of  Labor,  1899,  says: 

Senate  Bill  Number  9,  "to  the  effect  that  children  over 
twelve  and  under  fourteen  years  of  age  may  be  employed 
in  factories  during  school  vacations,  was  introduced  by 
Senator  Hall,  of  Willington,^^  and  advocated  by  him. 
.  .  .  The  hearing  on  this  bill  was  an  interesting  one 
on  account  of  the  peculiar  stand  taken  by  an  agent  of  the 
State  Board  of  Education,  Mr.  Giles  Potter,  of  New 
Haven,  who  sided  with  the  manufacturers  in  advocating 
the  bill  and  saying  that  the  children  would  be  safe  in  the 
factories,  also  that  many  of  them  would  be  saved  from 
drowning  during  the  summer  vacation  if  the  bill  was 
passed. "^^ 


''In  1897  Senator  Hall  introduced  a  similar  bill  (H.  B.  444). 
*'See,  also,  Report  State  Board  of  Education,  1881,  p.  22;  Report 
Conn.  Bureau  Labor  Statistics,  1893,  p.  256. 
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Mr.  C.  N.  Hall,  an  agent  of  the  State  Board  of  Educa- 
tion, in  his  report  to  the  Secretary  of  the  Board  in  1904, 
advocates  the  employment  of  children  between  twelve  and 
fourteen  years  of  age  during  the  summer  vacation,  and 
concludes  by  saying : 

"Moreover,  since  such  employment  will  inevitably  be 
given  during  the  two  months  when  factories  are  not 
visited,  it  were  better  to  be  legalized  than  to  be  given 
illegally."^o 

During  my  investigation,  I  accompanied  another  of  the 
agents  on  his  tour  of  inspection  in  one  of  the  large  cotton 
factories  of  Putnam.  We  examined  the  children  and  the 
certificates  on  file  and  found  nothing  wrong.  Six  weeks 
later  I  went  through  the  same  factory  and  found  two 
small  girls  working  at  the  spinning  frames.  One  of  these 
said  she  was  twelve  years  old  and  was  working  in  her 
mother's  place,  the  other  that  she  was  thirteen  and  was 
helping  her  sister.  The  latter  was  French  and  could  not 
talk  English  or  write  her  name.  The  particulars  were 
reported  to  the  agent  and  to  the  Secretary  of  the  State 
Board  of  Education.  The  agent  informed  the  writer, 
later,  that  he  was  going  to  let  the  case  rest  till  after  vaca- 
tion and  see  whether  they  would  continue  working  after 
school  opened. 

Here  are  three  agents  directly  opposed,  in  this  respect, 
to  the  law  they  are  supposed  to  enforce.  Is  it  strange  that 
"employment  will  inevitably  be  given  during  the  two 
months  when  factories  are  not  visited,"  or  that  they  are 
not  visited  during  these  two  months  ?  And  is  it  a  matter 
for  wonder  that, 

"By  the  reports  received  for  September,  or  in  visiting  the 
schools  later  the  agent  finds  that  some  children  were  at 
work  some  weeks  after  the  school  opened,  while  the  re- 

^''  Report  State  Board  of  Education,  1904,  p.  67. 
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ports  for  the  last  month  of  the  school  year  show  that 
some  children  left  school  before  its  close  to  work"  ?^^ 

But  with  these  exceptions  this  law  is  perhaps  as  well 
enforced  as  any  law  on  our  statute  books  that  is  so  diffi- 
cult of  enforcement  and  involves  as  great  numbers  and 
as  diverse  interests.  And  with  these  exceptions  the  agents 
seem  to  be  very  diligent  and  painstaking  to  secure  a  rigid 
enforcement. 

(c)  Exhibiting  Children. 
In  1884  (ch.  99)  it  was  enacted  that, 

"Any  person  having  care,  custody  or  control  of  any 
child  under  the  age  of  twelve  years,  who  shall  exhibit, 
use  .  .  or  dispose  of  any  such  child  .  .  .  for  the 
.  .  .  purpose  of  rope  or  wire  walking,  dancing,  skating, 
begging,  or  peddling,  or  as  a  gymnast,  contortionist, 
rider  or  acrobat  ...  or  for  or  in  any  obscene,  inde- 
cent, or  immoral  purpose,  exhibition,  or  practice;  or  for 
or  in  any  business,  exhibition  or  vocation  injurious  to  the 
health  or  dangerous  to  the  life  or  limb  of  any  such  child ; 
.  .  .  shall  be  fined  not  more  than  two  hundred  and  fifty 
dollars,  or  suffer  imprisonment  .  .  .  not  less  than 
thirty  days  or  more  than  one  year,  or  both  such  fine  and 
imprisonment." 

The  revision  of  1888  (Title  19,  ch.  99,  sec.  141 7)  adds 
bicycling  to  the  prohibited  vocations,  and  this  is  the  pres- 
ent law  (1902,  G.  S.  sec.  1163).  The  act  designates  no 
special  person  to  enforce  its  provisions,  and  little  use  has 
ever  been  made  of  it.  The  agents  of  the  State  Board  of 
Education  have  enforced  it  where  cases  of  its  violation 
have  come  to  their  notice.  There  have  been  but  few 
prosecutions  under  it,  though  doubtless  it  has  been  vio- 
lated often. 

(d)  Operating  Elevators. 

Until  1893  there  was  no  provision  for  the  inspection 
of    elevators,    except    in    manufacturing   establishments. 


"Report  State  Board  of  Education,  1902,  p.  61. 
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Before  this  many  of  them  were  in  a  dilapidated  and  un- 
safe condition,  few  of  them  had  safety  appliances,  and 
accidents  were  frequent  from  their  careless  operation.  In 
the  legislature  of  1893  organized  labor  supported  a  bill 
(H.  B,  23)  prohibiting  the  employment  of  persons  under 
twenty-one  years  of  age  to  operate  elevators.  This  high 
age  limit  was  objected  to  and  sixteen  years  was  the  age 
named  in  the  bill  that  passed  (ch.  59).  The  penalty  for 
violation  is  "a  fine  of  not  less  than  five  dollars  nor  more 
than  twenty-five  dollars  for  each  offense."  There  is  no 
provision  made  for  the  enforcement  of  the  law,  but  fre- 
quent violations  are  prevented  by  the  care  of  the  agents 
of  the  State  Board  of  Education.  The  law  is  the  same  in 
the  revision  of  1902,  except  that  the  minimum  penalty 
is  omitted. 

(e)  Evening  Schools. 
Because  of  the  loop  hole  in  the  law  of  1882  (ch.  80), 
which  exempted  from  the  requirement  to  attend  school 
sixty  days  of  the  twelve  months  preceding  the  month  of 
their  employment  those  children  who  had  not  resided  in 
the  United  States  nine  months,  and  because  of  the  low  age 
limit  (thirteen)  fixed  by  the  law  of  1886  (ch.  124),  it 
was  long  possible  for  children  coming  from  without  the 
State  to  be  legally  employed  in  the  factories,  without 
having  the  least  education.  That  this  weakness  in  the 
law  was  taken  advantage  of  is  evident  from  the  following : 

"For  in  spite  of  the  law  requiring  children  to  be  sent 
to  school  twelve  weeks  in  each  year,  some  are  employed 
in  such  establishments  who  have  no  knowledge  whatever 
of  letters.  They  commenced  work  on  their  arrival  in 
this  country,  and  if  they  have  attended  school  at  all,  the 
period  was  so  short  that  they  have  not  learned  enough  to 
be  of  any  practical  use  to  them,  or  if  they  have  resided 
longer  in  the  United  States,  they  have  somehow  evaded 
the  law."52 


'  Report  State  Board  of  Education,  1884,  p.  39. 
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The  following  shows  that  these  conditions  were  not 
only  bad  but  common: 

"In  fifty  towns  and  in  157  establishments  were  found 
1,514  children  between  14  and  16  years  of  age.  There 
are  about  150  more  establishments  where  children  of 
these  years  are  employed,  and  if  the  same  ratio  holds 
there  are  3,000  children  between  14  and  16  years  of  age 
employed  in  factories. ^^  Of  the  1,514  children  employed 
177,  or  twelve  per  cent.,  cannot  read  or  write.  Many 
more  cannot  read  or  write  legibly."^"* 

Laiv  of  i8qs- — In  the  legislature  of  1886  a  bill  (H.  B. 
136)  was  introduced  prohibiting  the  employment,  in  any 
mechanical,  mercantile,  or  manufacturing  establishment, 
of  children  between  fourteen  and  sixteen  years  of  age, 
who  could  not  read  and  write,  and  making  it  the  duty  of 
the  State  Board  of  Education  to  enforce  the  proposed  law.. 
Such  a  law  was  much  needed,  and  had  it  been  passed  and 
enforced  would  have  been  productive  of  much  good.  But 
the  bill  was  unfavorably  reported  by  the  Committee  on 
Labor  and  was  rejected.  In  1893  a  halfway  measure  was 
passed  to  patch  up  these  gaps  in  the  education  laws.  It 
provides  (ch.  227,  sec.  3)  that, 

"No  person  over  fourteen  and  under  sixteen  years  of 
age,  who  cannot  read  and  write,  shall  be  employed  in  any 
manufacturing,  mercantile,  or  mechanical  occupation  in 
any  town  where  evening  schools  are  established  under 
the  provisions  of  the  preceding  sections,  unless  he  can 
produce,  every  school  month  of  twenty  days,  a  certificate 
from  the  teacher  of  an  evening  school  established  under 
this  act,  showing  that  he  has  attended  such  school  twenty 
consecutive  evenings  in  the  current  school  month  and  is  a 
regular  attendant." 

There  is  a  penalty  of  fifty  dollars  for  the  employment 
of  a  child  contrary  to  the  provisions  of  the  act,  but  there  is 


'U.  S.  Census  of  1900  shows  that  in  1890  there  were  3,085. 
'  Report  State  Board  of  Education,  1889,  p.  45. 
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no  provision  made  for  its  enforcement.  In  1895  it  was 
replaced  by  a  law  (ch.  210,  sec.  3)  which  required  only 
eighteen  consecutive  evenings  attendance  in  the  current 
school  month,  but  made  it  the  duty  of  the  State  Board  of 
Education  to  enforce  its  provisions.  The  law  is  the  sam^ 
in  the  revision  of  1902  (sec.  2147). 

This  act  was  (and  is)  very  defective.  It  applied  only 
to  towns  where  evening  schools  were  established,  and  as 
these  were  established  only  in  a  few  of  the  towns,  any 
child  could  evade  it  by  seeking  employment  in  a  town 
where  there  was  no  evening  school.  This  was  not  neces- 
sary, however,  for  there  was  never  any  attempt  to  enforce 
the  act.^^  The  same  is  true  of  it  to-day.  The  present 
Secretary  of  the  State  Board  of  Education  says  he  is  not 
in  sympathy  with  evening  schools,  supported  by  the  pub- 
lic for  the  free  education  of  foreign  young  people,  who 
should  pay  for  their  own  education ;  and  the  senior  agent 
of  the  Board  says  : 

"This  law  is  practically  a  dead  letter.  We  do  not  do 
much  with  it." 

In  a  communication  to  the  writer  the  Secretary  of  the 
State  Board  of  Education  says : 

"For  several  years  employers  were  required  to  obtain 
and  exhibit  upon  request  of  agents,  legal  certificates  of 
attendance  at  evening  schools.  Frequently  factories  were 
inspected  for  the  purpose  of  ascertaining  whether  chil- 
dren between  fourteen  and  sixteen  who  ought  to  attend 
evening  schools  were  employed.    Very  few  were  found." 

The  Secretary's  own  reports  refute  this  last  statement. 
They  show  that  for  the  five  years,  1893- 1897,  1,182 
children  between  the  ages  of  fourteen  and  sixteen  years 
who  were  unable  to  read  English,  were  found  employed 
in  the  factories.^® 


Report  Conn.  Bureau  of  Labor  Statistics,  1900,  p.  278. 
Reports  State  Board  of  Education,  1896,  p.  21 ;  1904,  p.  72. 
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Ever  since  the  advent  of  the  French  Canadians  at  the 
close  of  the  Civil  War,  Connecticut  has  had  in  the  ignor- 
ant children  of  her  foreign  population  a  difficult  educa- 
tional problem.  Never,  before  1905,  have  her  laws  been 
adequate  to  deal  with  this  problem.  For  all  these  years 
there  have  been  large  numbers  of  ignorant  children  be- 
tween fourteen  and  sixteen  years  of  age  in  her  factories. 
Many  of  them  had  not  the  minimum  of  an  education, 
some  of  them  could  not  write  their  own  names.  They 
were  too  old  to  be  reached  by  the  compulsory  school  law,, 
and  so  were  left  to  grow  up  in  ignorance. 

The  following  figures  show  the  number  of  these  em- 
ployed each  year  from  1889  to  1903,  and  the  number 
unable  to  read  English.^"  The  percentages  were  com- 
puted by  the  writer : 


CHILDREN  FROM  FOURTEEN  TO  SIXTEEN  YEARS  OF  AGE 


Year 

Number  Employed 

Unable  to  Read  English 

Number 

Per  cent. 

1889 
1890 
1891 
1892 
1893 
1894 
1895 
1896 
1897 
1898 
1899 
1900 
1 901 
1902 
1903 

1. 514 
2,222 

3,406 
5.483 
4,608 
2,620 

2,968 
2,716 
3.303 
3,212 
3.538 
3,358 
4,162 
5,660 
5,372 

177 
231 
107 
188 
129 
205 
360 
102 
386 
87 
303 
322 
140 
320 
178 

II. 7 

10.4 
3-1 
3-4 
2.8 
7.8 

12. 1 
3-8 

II. 7 
2.7 
8.5 
9.6 
3-4 

53,244 

3.235 

6.1 

"  Reports  State  Board  of  Education,  1896,  p.  21 ;  1904,  p.  72. 
^*The  great  variation  in  the  percentages  from  one  year  to  another 
shows  a  lack  of  any  relation  between  the  number  found  employed 
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Law  of  ipoj. — In  1893,  as  we  have  seen,  there  was  a 
weak  attempt  to  deal  with  this  question  by  passing  a  de- 
ficient act  requiring  those  between  fourteen  and  sixteen 
who  could  not  read  and  write  to  attend  evening  schools, 
if  employed  in  towns  where  there  were  such  schools.  As 
has  been  noted,  the  law  has  never  been  enforced.  In  1903 
(ch.  29)  another  law  was  passed.  It  provides  that  when- 
ever the  local  school  officers  shall  decide  by  vote  that  any 
child  between  fourteen  and  sixteen  years  of  age  has  not 
sufficient  schooling  to  warrant  its  leaving  school  to  work, 
it  must  attend  school  regularly  while  in  session  until  the 
school  officers  grant  a  leaving  certificate  stating  that  its 
education  is  satisfactory,  or  until  it  becomes  sixteen  years 
of  age.  There  is  a  penalty  of  five  dollars  for  each  week's 
violation. 

The  act  was  amended  in  1905  by  chapter  36,  which 
gives  the  State  Board  of  Education  co-ordinate  power 
with  the  local  school  officers  under  the  act.  In  neither 
case  is  the  act  mandatory.  It  leaves  the  question  of  what 
constitutes  "sufficient  schooling"  to  the  judgment  of  the 


and  the  number  found  unable  to  read  English,  and  makes  the  accu- 
racy of  the  above  statistics  seem  extremely  doubtful. 

In  his  message  to  the  legislature  in  1887  Governor  Lounsbury 
said :  "These  are  figures  and  the  facts,  but  no  report  of  your  able 
school  board,  no  statistics  of  a  census,  could  show  the  frightful 
amount  of  illiteracy  that  is  existing  all  over  the  State.  Within  the 
last  ten  years  thousands  of  boys  and  girls  have  passed  beyond  the 
limit  of  their  school  life,  have  gone  out  into  the  world,  and  to-day 
they  are  virtually  unable  to  read  and  write.  .  .  .  They  learned  all 
that  they  had  time  to  learn,  their  letters,  to  read  a  few  short  sen- 
tences, to  write  their  names ;  but  any  ordinary  printed  book  is  to 
them  a  sealed  mystery,  and  any  document  to  which  they  may  sign 
their  names  is  as  far  beyond  their  ability  to  decipher  as  though  it 
were  written  in  Sanscrit.  For  this  ignorance,  which  must  darken 
and  sadden  all  their  lives,  this  commonwealth  is  to  blame,  for  it  was 
the  inevitable  result  of  faulty  legislation  and  of  inefficiency  in 
enforcing  that  legislation  which  was  good." 


463]  Labor  Legislation  of  Connecticut  51 

officers.  While  there  may  be  reason  for  allowing  some 
discretionary  power  in  the  case  of  children  over  fourteen 
years  of  age,  the  act  is  weak  in  this  respect.  For  example, 
if  the  school  board  in  one  town  chooses  to  exercise  its 
full  powers  and  sets  a  high  standard,  and  the  board  in 
another  town  chooses  to  follow  its  prerogative  and  do 
nothing  under  the  law,  it  is  easy  to  see  the  probable 
result.  Those  who  wish  to  evade  the  law  will  simply 
change  their  residence  from  the  former  town  to  the  latter 
one. 

This  law  in  its  application  reaches  mainly  the  foreign 
born  children.  Connecticut  requires  that  her  own  native 
born  children  attend  school  until  they  are  fourteen.  This 
she  deems  necessary  for  their  welfare  and  for  that  of  the 
State.  Why  should  she  set  a  lower  standard  for  foreign 
born  children  who  are  eventually  to  become  her  citizens  ? 
This  premium  on  ignorance  has  had  its  evil  results.  That 
it  is  still  having  them  is  evident  from  the  large  numbers 
of  these  ignorant  foreign  children  who  are  now  flocking 
to  the  State.  The  law  should  be  made  mandatory  and 
there  should  be  some  fixed  standard  to  which  all  must 
attain,  with  possibly  the  reservation  to  the  officers  of 
discretionary  power  in  exceptional  cases. 

So  far  but  few  of  the  local  school  boards  have  done 
anything  under  this  act.  Where  they  have  it  has  been 
merely  to  require  a  higher  standard  of  those  in  the 
schools,  and  the  new  rule  has  not  been  applied  to  those 
who  had  already  left  school  to  work,  or  those  who 
had  never  been  in  the  schools.  They  have  thus  missed 
those  who  need  the  schooling  most,  the  foreign  bom 
children  in  the  factories.  It  is  still  too  soon  after 
the  approval  of  the  amendment  of  1905  to  say  what 
action  the  State  Board  of  Education  is  going  to  take 
under  it.    Two  of  their  agents  have  informed  the  writer 
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that  they  are  doing  nothing  about  the  matter.^^  How- 
e\cr.  the  onh'  searching  in^•estigation  that  has  ever  been 
made  of  the  child  labor  conditions  in  a  factory  town  of 
Connecticut  was  made  at  Middletown,  in  1906,  under  the 
direction  of  the  State  Board  of  Education  and  in  pursu- 
ance of  the  powers  given  them  by  this  law.  Because  of 
the  uniqueness  and  thoroughness  of  this  investigation, 
and  because  of  the  insight  it  gives  into  certain  conditions 
that  seem  to  be  prevalent  in  the  State,  the  writer  had 
prepared  for  this  study  a  special  report  of  it. 

The  investigation  was  made  by  Mr.  W.  B.  Ferguson, '^'^ 
who  Vv-as  Superintendent  of  Schools  at  Middletown,  and 
who  was  appointed  by  the  State  Board  of  Education  to 
enforce  the  law  in  that  district.  In  the  following  para- 
graphs the  important  parts  of  his  report  are  quoted  in 
full : 

The  Middletown  Investigation. 
"In  order  that  the  reader  may  clearly  understand  the 
problem  of  school  attendance  that  was  presented  in  this 
city  and  the  method  that  has  been  followed  in  solving  it, 
it  will  be  necessary  to  place  before  him  briefly  the  social 
and  industrial  conditions  existing  here." 

"Size  and  Character  of  the  Population. 

"In  1900,  the  city  of  Middletown  had  a  population  of 
9859.  Its  present  population  is  about  11,000,  the  follow- 
ing nationalities  being  represented  and  in  about  the  fol- 
lowing order  as  regards  numbers  :  English,  Irish,  Italian, 
German,  Swedish,  Polish,  Scotch,  Jewish.  The  increase 
in  population  since  1900  has  been  due  largely  to  an  influx 

"'There  was  a  question  in  the  minds  of  the  agents  of  the  State 
Board  of  Education  whether  the  law  was  retro-active,  and  whether 
under  it  they  could  turn  out  of  factories  those  children  who  had 
certificates  or  those  who  had  never  attended  school  here.  The 
Attorney-General  decided  these  questions  in  the  affirmative. 

""  Now  deceased. 
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of  Italians,  who  now  number  1,000  or  more.  These 
people  have  come  almost  entirely  from  Melilli,  a  town 
of  6,000  or  7,000  population  in  the  eastern  part  of  Sicily. 
At  least  one-eighth  of  the  entire  population  of  this  Sicilian 
town  must  have  come  to  Middletown  during  the  last  five 
years,  and  they  are  still  coming.  In  some  cases  whole 
families  have  come,  in  others  only  the  father  or  the  father 
and  one  or  two  of  the  older  children,  leaving  the  mother 
and  younger  children  at  home.  In  not  a  few  cases,  chil- 
dren have  come  alone,  or  with  a  married  brother  or  sister, 
an  uncle  or  cousin,  or  with  a  family  who  were  neighbors 
in  Sicily.  Most  of  these  children  who  have  come  without 
parents  are  boys,  though  there  are  probably  twenty  or 
more  girls  living  here  with  an  older  sister,  brother,  uncle 
or  acquaintance.  The  ages  of  these  children  are,  for  the 
most  part,  from  12  to  16  or  17  years,  though  none  ac- 
knowledge that  they  are  under  14.  They  are  sent  here  to 
earn  money  to  send  home  for  the  support  of  parents  and 
younger  brothers  and  sisters.  They  are  usually  quick  to 
learn,  faithful,  free  from  bad  habits,  eager  to  earn  money, 
and  are  rarely  seen  in  the  city  court  for  causing  disturb- 
ance or  for  other  reasons. 

"Manner  of  Living. 
"While  these  different  nationalities  are  found  scat- 
tered, in  some  measure,  throughout  the  city,  each  nation- 
ality, especially  the  Italian,  Swedish,  and  Jewish,  has  its 
own  settlement,  and,  to  a  considerable  degree,  lives  apart 
by  itself,  speaking  its  own  native  language  and  practicing 
its  native  customs.  However,  their  manner  of  living 
differs  greatly.  .  .  .  One  mother  told  me  that  she  paid 
for  lodgings  and  board  for  herself  and  two  children,  10 
and  1 5  years  old,  $2.00  per  week.  The  older  child  earned 
$3.00  per  week,  and  upon  this  she  was  able  to  live  with 
her  children  in  comparative  comfort.  She  did  nothing 
and  had  done  nothing  for  several  years,  having  lived 
upon  the  earnings  of  this  child.  She  cried  bitterly  when 
told  that  she  must  take  the  place  of  her  child  in  the  mill 
that  he  might  go  to  school,  but  she  finally  consented  to 
do  so. 
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"Some  of  the  homes  and  boarding  houses  of  these  peo- 
ple are  sanitary  and  neat,  but  usually  bare  of  furniture 
and  always  of  ornamentation  of  any  sort.  On  the  other 
hand,  many  of  them  are  untidy  and  unclean." 

"Middletown's  Industries. 

"The  leading  industries  of  Middletown  consist  of  the 
manufactories  of  cotton  webbing,  hammocks,  enamel 
ware,  silk  and  rubber  goods,  marine  ware,  pumps,  bone 
goods,  horse  blankets,  and  silver-plated  ware.  Most  of 
the  Italian  children  work  in  the  mills  that  make  cotton 
webbing,  enamel  ware,  and  hammocks.  They  earn  from 
three  dollars  to  five  or  six  dollars  a  week.  They  spend 
little  upon  themselves  except  for  board  and  cheap  cloth- 
ing. The  rest  goes  to  help  support  the  family  either  here 
or  in  Sicily. 

"Method  of  Investigation. 

"The  legislature  of  1905  gave  to  the  State  Board  of 
Education  concurrent  power  with  that  of  local  boards. 
What  was  to  constitute  a  satisfactory  education  was  left 
to  the  individual  committees  and  the  State  Board  of  Edu- 
cation. Early  in  the  fall  term  of  the  present  year  the 
Board  of  Education  of  this  city,  acting  under  the  pro- 
visions of  this  statute  (1905,  ch.  36)  voted  that,  'As  a 
rule,  children  should  not  be  allowed  to  leave  school  until 
they  have  completed  the  sixth  grade,'  but  took  no  action 
looking  toward  the  return  to  school  of  any  who  had  gone 
to  work.  The  State  Board  of  Education  undertook  the 
enforcement  of  the  law  in  the  cities  and  towns  of  the 
State.  I  was  asked  to  act  as  its  agent  for  the  enforcement 
of  the  law  in  this  city. 

"It  was  an  easy  matter  to  discover  and  return  to  school 
those  children  who  had  attended  school  in  this  city  and 
had  left  to  go  to  work.  An  examination  of  the  enumera- 
tion list  showed  what  children  were  under  sixteen  years 
of  age  and  whether  they  were  in  school  when  the  enu- 
meration was  taken  in  October.  In  the  case  of  these  it 
was  only  necessary  to  find  out  from  the  teachers  whether 
they  had  completed  the  sixth  grade,  and,  if  they  had  not, 
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to  order  them  back  to  school.  These  included  all  except 
the  Italian  children.  To  discover  the  latter,  the  factories 
and  shops  were  visited,  and  the  certificates  examined 
which  were  obtained  from  the  town  clerk.  .  .  .  To 
make  sure  that  none  were  missed,  an  examination  was 
made  of  the  duplicates  kept  in  the  office  of  the  town  clerk 
of  all  certificates  issued  during  the  last  two  years.  All 
the  children  who  were  thus  found  to  be  under  sixteen 
years  of  age  were  given  opportunity  to  show  the  extent 
of  their  education.  They  were  told  by  their  employers 
to  go  to  the  High  School  on  particular  evenings,  and 
make  application  for  a  different  kind  of  certificate  from 
that  which  they  had  obtained  from  the  town  clerk.  Some, 
who  claimed  to  be  16,  but  whose  appearance  scarcely 
bore  out  their  claim,  were  also  told  to  go.  About  fifty 
came.  Those  who  said  they  were  16  were  asked  to 
prove  their  ages.  Failing  in  this,  as  was  usually  the  case, 
claiming,  as  most  of  them  did,  that  they  had  lost  their 
passports  (the  greater  number  of  passports  produced 
had  been  changed  so  as  to  make  it  appear  that  those  to 
whom  they  had  been  issued  were  16  years  of  age),  those 
who  could  not  pass  the  examinations  were  told  to  go  to 
school  until  they  produced  certificates  of  birth  from 
Melilli,  showing  them  to  be  16  years  old.  Of  those  who 
tried  examinations  at  different  times  [47],  five,  two  boys 
and  three  girls,  passed  successfully,  and  were  given  certi- 
ficates, stating  that  they  had  been  examined,  found  to 
have  a  satisfactory  education,  and  could  be  lawfully  em- 
ployed. All  others  were  told  to  go  to  school  at  the  begin- 
ning of  the  winter  term,  or  in  about  one  month,  thus 
allowing  them  time  to  make  any  necessary  arrangements 
and  allowing  employers  time  to  procure  other  help.  A 
room  had  also  to  be  prepared  for  the  anticipated  class, 
and  a  teacher  procured,  for  it  was  certain  that  there 
would  be  some  who  could  not  enter  any  of  the  regular 
classes,  not  having  been  to  school  anywhere.  They  could, 
perhaps,  have  been  placed  in  the  lowest  primary  classes 
with  the  very  young  children,  but  this  seemed  inadvisable 
for  several  reasons. 

"On  the  first  day  of  the  term,  twelve  Italians  appeared 
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at  the  school  where  a  room  had  been  specially  prepared 
and  six  others  returned  to  classes  in  other  schools  which 
they  had  previously  attended.  It  became  necessary  to 
find  the  others  who  had  been  ordered  to  school.  This 
was  done,  and,  at  the  end  of  the  week,  the  number  had 
increased  to  twenty-five."  Prompted  by  jealousy,  those 
who  were  in  school  and  their  older  brothers,  parents  and 
guardians  were  anxious  to  inform  on  those  still  at  work. 
"The  result  was  a  long  list  of  names  and  addresses  of 
children  who  were  said  to  be  under  16  years  of  age.  In 
company  with  an  Italian  who  has  resided  here  many 
years,  who  is  a  wise  adviser  of  these  people  and  a  leader 
among  them,  and  who  was  in  thorough  sympathy  with 
the  efforts  that  were  being  made  for  the  Italian  children, 
I  called  at  the  places  where  the  children  whose  names  had 
been  given  me  were  said  to  live. 

"Four  evenings  from  seven  till  half  past  nine  o'clock 
were  devoted  to  this  work,  and  it  should  be  said  to  the 
credit  of  Italian  parents  and  children  that,  in  every  in- 
stance but  one,  the  children  were  at  home.  In  at  least 
three-fourths  of  the  cases  the  children  were  found  to  be 
16  years  of  age  or  over,  as  was  shown  by  passports  or 
certificates  of  birth,  but  seven  or  eight  children  of  school 
age  were  found  and  ordered  to  school.  Not  a  few  were 
found  who  said  they  were  16  years  old,  but  who  had  lost 
their  passports,  as  they  claimed.  If  they  appeared  to  be 
15  or  possibly  16,  it  was  agreed  that  they  should  be 
allowed  to  continue  at  work  for  one  month,  before  the 
expiration  of  which  time  they  should  procure  from  Me- 
lilli  certificates  of  birth  showing  their  ages.  Failing  in 
this,  they  should,  at  the  expiration  of  the  month,  go  to 
school.  If  they  were  very  clearly  less  than  16,  they  were 
ordered  to  school,  and  told  to  attend  until  they  procured 
certificates  proving  their  ages.  At  the  end  of  the  second 
week  the  number  at  school  had  increased  to  forty.  It  is 
probable  that  a  few  more  will  be  found.  It  is  also  pos- 
sible that  some  of  these  who  have  sent  for  certificates  of 
birth  will  not  succeed  in  establishing  their  claims  as  to 
their  ages,  though  this  is  not  probable,  since,  as  I  am  told, 
a  considerable  sum  of  money  was  usually  enclosed  in  the 
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letter  that  was  sent  to  Sicily  for  the  certificate,  whether 
as  a  bribe  for  a  false  certificate  or  as  the  usual  graft 
necessary  to  secure  a  document  of  any  kind  in  Sicily,  I 
do  not  know." 

"Character  of  the  Examination. 
''The  examinations  set  for  these  Italian  children  were, 
of  course,  entirely  in  Italian,  since  few  of  them  could 
read  or  understand  English.  They  were  not,  in  all  re- 
spects, as  difficult  as  those  given  our  American  children 
at  the  end  of  the  sixth  year  of  school.  This  was  espe- 
cially true  of  the  examinations  in  arithmetic,  geography, 
and  history.  Ability  to  perform  the  fundamental  opera- 
tions accurately  and  rapidly,  to  solve  simple  problems 
involving  such  operations — such  problems  as  would  nat- 
urally arise  in  the  practical  affairs  of  life — was  accepted 
as  satisfactory.  A  limited  knowledge  of  the  geography 
of  Europe,  chiefly  of  Italy,  was  deemed  sufficient.  In 
history,  a  subject  to  which  apparently  little  attention  is 
paid  in  the  schools  of  Sicily,  or,  at  least,  in  the  schools  of 
Melilli,  few  questions  were  asked,  and  most  of  these  con- 
cerned Italian  history.  All  of  the  five  who  passed  the 
examinations  successfully  knew  something  about  Colum- 
bus and  a  few  other  prominent  Italian  characters,  but 
they  knew  little  else  about  Italian  history  and  nothing  at 
all  about  the  history  of  other  countries.  It  was  thought 
right  to  accept  such  a  limited  knowledge  of  these  subjects 
in  view  of  the  fact  that  these  children  could  read  even 
difficult  Italian  with  great  fluency,  write  a  beautiful  hand, 
compose  grammatically,  punctuate  and  capitalize  cor- 
rectly, and  write  an  altogether  more  correct  and  attractive 
letter  than  many  American  children  who  complete  our 
sixth  grade.  I  am  told  that  the  schools  of  Melilli  contain 
only  five  grades.  It  would  appear  that  they  devote  almost 
exclusive  attention  to  the  three  R's,  but  that  they  accom- 
plish good  results  in  these  subjects,  at  least  with  the 
brighter  children.  It  would  also  appear  that  school  at- 
tendance is  not  compulsory  in  Sicily,  for  three-fourths 
of  these  children  from  14  to  16  years  of  age  have  very 
little  education,  and  at  least  a  third  of  them  have  never 
attended  school  at  all.    ..." 
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STATISTICAL  REPORT  OF  CHILDREN  BETWEEN  14  AND 
16  YEARS  OF  AGE,  MIDDLETOWN.  CONNECTICUT.^^ 
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The  foregoing  report  shows  the  following  conditions 
to  be  true  in  Middletown  : 

(i)  That  there  is  a  great  influx  of  ignorant  foreign 
born  Italian  children. 

(2)   That  many  of  these  are  sent  here  without  parent 


'^  "The  table  of  statistics  is  not  guaranteed  to  be  absolutely  correct, 
but  it  is  very  nearly  correct  The  part  that  concerns  Italians  is  correct  to 
date.     The  rest  is  perhaps  wholly  correct." — W.   B.   Ferguson. 

®^  Date  of  Enumeration,  Oct.  '05. 
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or  guardian,  merely  to  earn  money  to  send  back  to  Italy. 

(3)  That  their  countrymen  with  whom  they  live  here 
for  the  most  part  have  their  own  quarter  of  the  city  and 
there  perpetuate  their  own  customs  and  language. 

(4)  That  while  these  children  are  orderly  and  indus- 
trious, their  chief  concern  is  money  making,  and  that  they 
take  very  little  interest  in  education,  but  whenever  and 
however  possible  evade  the  compulsory  school  laws  and 
the  "child  labor  law" — only  two  out  of  forty-nine  being 
in  school,  and  only  twelve  having  ever  attended  school  in 
this  country. 

(5)  That  the  enumeration  of  children  in  this  city  was 
a  farce,  for  while  it  showed  only  ten  Italian  children 
between  fourteen  and  sixteen  years  of  age,  a  thorough 
investigation,  made  only  a  few  weeks  later,  showed  that 
there  were  actually  forty-nine,  with  a  possible  few  still 
to  be  added  to  the  list. 

(6)  That  very  few  of  these  children  compare  in  edu- 
cation with  our  native  born  children,  only  five  out  of 
forty-seven  being  able  to  pass  the  simple  examination  set 
for  them. 

(7)  That  their  ignorance  is  so  gross  as  to  be  dangerous 
to  the  welfare  of  the  community  in  which  they  live, 
eighteen  out  of  forty-nine  never  having  attended  school 
anywhere,  and  only  ten  of  the  forty-nine  being  able  to 
speak  English. 

(8)  That  thirty-eight  of  the  forty-two  children  or- 
dered to  school  were  sent  out  of  the  factories. 

(9)  That  it  is  possible  to  enforce  this  lazv  and  bring 
the  children  into  the  schools,  and  thus  solve  Connecticut's 
most  difficult  educational  problem. 

So  much  space  has  been  given  this  report  because,  in 
the  opinion  of  the  writer,  the  conditions  it  shows  to  exist 
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in  Middletown  are  very  largely  representative  of  the  con- 
ditions in  all  the  factory  towns  of  the  State  where  there 
is  a  large  foreign  element,  and  especially  where  this 
element  is  Italian  or  French  Canadian. 

The  great  prosperity  of  Connecticut's  industries  and 
the  consequent  high  wages  and  great  demand  for  workers 
has  resulted  in  increased  numbers  of  foreign  born  chil- 
dren being  brought  or  sent  into  the  State  to  work.  In 
other  parts  of  the  State  Italian  cliildren  have  been  coming 
without  their  parents. 

These  foreigners  congregate  in  certain  cities,  as  the 
Italians  in  New  Haven  and  Bridgeport,  the  Poles  in  New 
Britain,  and  the  French  Canadians  in  Putnam  and  Willi- 
mantic.  Here  they  have  their  own  quarter,  speak  their 
own  language  and  often  have  their  own  parochial 
schools. ^^  Many  of  them  take  little  interest  in  education 
and  most  of  them  crowd  their  children  into  the  factories 
as  soon  as  possible.  Many  of  these  children  cannot  read 
and  write  English,  and,  in  the  opinion  of  the  writer,  there 
are  hundreds  of  them  in  Connecticut's  factories  to-day 
who  could  not  pass  such  a  "sixth  grade"  examination  as 
was  given  the  Italian  children  in  Middletown.  Often 
they  enter  the  factories  immediately  on  their  arrival  in 
this  country  and  cannot  even  speak  English.      Usually 


"^  While  these  schools  are  under  the  supervision  of  the  State  Board 
of  Education,  it  is  freely  admitted  by  the  agents  that  in  most  cases 
they  are  much  inferior  to  the  public  schools.  Especially  is  this  true 
when  the  teachers  are  foreign,  as  is  too  often  the  case.  A  French 
Canadian  boy,  fourteen  years  old,  in  a  cotton  mill  at  Putnam,  said 
he  had  been  to  a  Catholic  school  five  years.  Yet  he  could  not  read. 
Another  French  Canadian  boy  fourteen  years  old  in  a  cotton  mill 
at  Willimantic  claimed  he  had  been  attending  a  parochial  school  in 
Willimantic  eight  years.  He  also  could  not  read  and  wrote  his  name 
poorly.  These  schools  should  be  more  closely  supervised  or  all 
children  required  to  attend  public  schools. 
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they  have  been  taught  to  write  their  names  and  ages  in  a 
mechanical  way. 

The  agents  of  the  State  Board  of  Education  judge  a 
factory  child's  intelligence  by  his  ability  to  read  the  fol- 
lowing form  and  follow  the  directions  there  given : 

"Please  write  on  this  paper  your  name,  age, 
date  of  your  last  birthday,  and  the  name  of 
the  town  and  country  where  you  were  born." 

Of  sixty-eight  children  between  fourteen  and  sixteen 
years  old  in  factories  in  Putnam,  Taftville,  and  W^illi- 
mantic,  eight  were  unable  to  pass  this  simple  test  properly 
and  five  were  wholly  unable  to  pass  it. 

For  the  purpose  of  comparison  the  writer  submitted 
the  same  test  to  the  children  in  the  Orange  Street  School 
of  New  Haven,  and  under  as  nearly  as  possible  the  same 
conditions.  The  test  would  indicate  that  the  children  in 
the  third  grade  are  less  well  educated  than  the  average 
of  the  factory  children,  but  as  well  educated  as  the  poorest 
in  the  factories.  Their  average  age  was  a  little  over 
eight  years.  In  the  fourth  grade  the  test  would  indicate 
that  their  education  is  not  so  good  as  that  of  the  American 
born  of  the  factory  children,  but  much  better  than  the 
Canadian  born.  Their  average  age  was  nine  and  a  half 
years.  In  the  fifth  grade  the  test  would  indicate  that  they 
are  much  better  educated  than  the  Canadian  born  in  the 
factories,  not  so  well  educated  as  the  best  educated  of  the 
American  born,  but  that  their  average  is  as  high  as  that 
of  the  children  in  the  factories.  Their  average  age  was 
a  little  over  ten.  The  sixth  grade  pupils  were  excelled 
only  by  the  best  educated  of  the  American  born  in  the 
factories.    Their  age  was  eleven  years. 

Investigation  has  shown  that  in  other  cities  than  Mid- 
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dletown  there  are  children  working  in  the  factories  whose 
names  do  not  appear  on  the  enumeration  Hst.  Nothing 
short  of  a  close  investigation  will  disclose  all  these  chil- 
dren. It  is  feared  that  often  this  is  not  made.  Were  it 
made,  and  were  this  law  made  mandatory  and  thoroughly- 
enforced,  many  a  city  in  this  State  probably  would  have 
need,  as  had  Middletown,  for  an  additional  school  room 
and  an  extra  teacher. 

Violations  and  Enforcement  of  the  Child  Labor 
AND  Education  Laws. 

With  the  appointment  by  the  State  Board  of  Education 
in  1869  of  the  first  enforcing  agent,  began  the  first  general 
and  systematic  attempt  to  enforce  the  child  labor  laws. 
And  as  violation  and  enforcement  of  law  exist  in  inverse 
relation  to  each  other,  this  point  marks  also  the  beginning 
of  the  decline  in  open  and  flagrant  violations.  But  as  the 
amount  of  legislation  and  the  number  of  establishments 
were  increasing  rapidly,  the  one  agent  was  wholly  unable 
to  cover  the  field,  and  hence  the  movement  toward  better 
enforcement  was  very  slow  till  1886,  when  (by  ch.  124) 
the  State  Board  of  Education  was  authorized  to  appoint 
"agents"  to  enforce  the  law.  These,  six  in  number,  were 
able  to  cover  the  field  more  thoroughly.  But  it  took  time 
to  organize  and  get  the  movement  under  headway ;  so  that 
it  is  only  since  1890  that  there  has  been  a  general  and 
efficient  enforcement  of  these  laws. 

Before  1886  the  enforcement  was  left  mainly  to  the 
local  officers — selectmen,  school  visitors,  grand  jurors, 
and  State's  attorneys.  These,  with  few  exceptions,  al- 
most wholly  neglected  their  duties.  A  strong  central 
power  was  needed  to  secure  uniform  observance.  It  was 
not  until  1887  (ch.  23)  that  the  State  Board  of  Education 
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was  entrusted  with  the  enforcement  of  the  important  laws 
on  this  subject,  and  never  have  they  had  the  hearty  in- 
terest and  co-operation  of  the  local  officers  in  this  enforce- 
m.ent. 

Another  difficulty  was  the  laxness  of  the  laws  them- 
selves. Some,  as  we  have  seen,  made  no  provision  for 
their  enforcement  or  fixed  no  penalties  for  their  violation, 
while  in  other  cases  several  local  officers  were  relied  on 
to  enforce  the  same  law.  Then,  after  1886,  when  there 
was  an  earnest  attempt  to  enforce  the  laws,  it  was  found 
that  many  of  them  were  full  of  loop-holes  and  exceptions, 
thus  rendering  their  enforcement  impossible.  Revisions 
and  amendments  were  necessary  and  frequent. ^^ 

Public  Opinion. — Public  sentiment  during  the  first  part 
of  this  period  was  very  weak.  What  there  was  favored 
the  laws.     In  1873  the  Governor  said: 

"The  [compulsory]  law  is  generally  approved,  and  I 
learn  of  no  opposition  to  it.  Since  its  enactment  no  arti- 
cle, editorial  or  contributed,  in  any  Connecticut  paper, 
has  expressed  disapproval  of  it,  so  far  as  my  knowledge 
extends." 

But  there  was  little  "active  and  spontaneous  interest  in 
the  law"  or  its  enforcement.  Not  until  1890  was  there 
strong  public  opinion  supporting  the  law,  and  only  in  the 
last  few  years  has  there  been  a  general  demand  for  its 
enforcement.  At  present  legislation  is  not  far  in  advance 
of  public  sentiment. 

Attitude  of  Employers. — The  annual   reports  of  the 

"  "In  considering  these  questions  it  should  be  remembered  that 
the  laws  have  been  advanced.  The  ideal  of  conformity  to  law  is  one 
thing,  the  advancement  of  the  law  toward  a  higher  ideal  is  another 
thing.  .  .  .  This  high  standard  makes  apparent  many  violations 
of  the  law." — Report  State  Board  of  Education,  1898,  p.  z'^. 
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enforcing  agents  of  the  State  Board  of  Education,  and 
the  reports  of  the  Bureau  of  Labor  Statistics,  throughout 
this  period  are  very  uniform  in  commending  the  favor- 
able attitude  of  employers  to  the  educational  and  child 
labor  laws.  According  to  these  reports  they  offered  no 
opposition  and  usually  joined  in  the  efforts  of  the  officers 
to  enforce  the  laws.  They  favored  the  school  laws, 
though  often  they  had  to  pay  nine-tenths  of  the  taxes  to 
build  school  houses  and  support  schools,  and  although  it 
was  troublesome  and  embarrassing  to  secure  certificates, 
discharge  children  to  attend  school,  and  secure  and  train 
others  to  fill  their  places.  Indeed,  there  are  many  cases 
in  which  companies  built  school  houses  and  hired  teach- 
ers, or  provided  libraries,  public  lectures,  and  evening 
schools  at  their  own  expense.  Many  of  them  have  long 
recognized  that  they  have  further  duties  than  the  mere 
payment  of  the  stipulated  wages ;  and  that  their  sole  aim 
should  not  be  "to  get  the  utmost  amount  of  work  for  the 
smallest  pay." 

The  early  violations  by  employers  were  said  to  be  due 
mainly  to  carelessness,  the  importunities  of  the  parents, 
the  general  non-enforcement  of  the  law,  the  belief  that 
they  must  have  this  cheap  labor  to  compete,  and  the  fact 
that  often  the  children  they  discharged  went  to  the  street 
and  not  to  school.  In  recent  years  violations  of  the  child 
labor  law  have  not  been  so  numerous  and  they  have  been 
confined  chiefly  to  small  shops  and  stores,  and  to  vacation 
work. 

While  the  views  of  the  employers  often  have  been  in 
advance  of  those  of  the  parents  and  of  the  general  public, 
it  is  the  opinion  of  the  writer  that  the  reports  of  the  State 
Board  of  Education  and  the  reports  of  the  Bureau  of 
Labor  Statistics  have  always  attributed  to  the  employer 
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too  keen  a  sense  of  right  and  justice,  and  too  great  a 
desire  to  follow  the  letter  of  the  law.  These  reports  too 
often  have  been  soothing  and  conciliatory  in  this  respect, 
and  are  not  borne  out  by  their  own  statements  of  the 
number  of  cases  of  illegal  employment  found.  Had  the 
employers  so  generally  been  impelled  by  so  great  a  desire 
to  follow  the  law,  there  would  have  been  little  need  for 
the  appointment  of  State  agents  to  enforce  it,  for  no  one 
can  more  surely  detect  a  case  of  illegal  employment  than 
the  employer  himself. 

Attitude  of  Parents. — While  the  Reports  of  the  State 
Board  of  Education  and  of  the  Bureau  of  Labor  Statistics 
are  full  of  praises  of  the  attitude  of  employers  toward 
child  labor  and  education,  they  are  strong  in  their  denun- 
ciation of  the  attitude  of  parents.  They  hold  the  parents 
directly  responsible  for  most  of  the  illegal  employment  of 
children,  and  their  non-attendance  or  irregular  attendance 
at  school.  They  contain  numerous  examples  like  the 
following : 

"If  parents  were  as  careful  about  illegal  absence  as  the 
employers  are  about  illegal  employment,  the  average  at- 
tendance in  school  would  improve." — Report  State  Board 
of  Education,  1901. 

"The  fact  has  been  distinctly  developed  that  the  parents 
are  to  blame  for  making  the  children  work,  and  that 
wherever  there  is  any  child  labor  which  can  properly  call 
for  interference  on  account  of  the  extreme  youth  of  the 
children,  the  prolonged  hours  of  labor,  or  anything  else, 
it  is  the  rapacity  of  parents  which  causes  it.  It  is  the 
parents  who  exploit  the  children." — Report  State  Board 
of  Education,  1887. 

"...  The  principal  opposition  to  the  law  comes 
from  the  parents.  In  various  ways  and  for  various  as- 
signed  reasons,   but   evidently   very   largely   from   pure 
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avarice,  many  parents  continue  to  seek  every  opportunity 
to  place  their  children  in  manufactories,  etc.,  before  they 
can  legally  be  there." — Report  State  Board  of  Education, 
1888. 

"Children  have  been  kept  from  school  sometimes  by 
the  avarice  of  parents,  oftener  by  their  apparent  necessi- 
ties, but  in  a  far  greater  number  of  cases  by  sheer  neg- 
lect."— Report  State  Board  of  Education,  i! 


Parents  "profess  to  blame  employers  if  their  children 
are  too  long  absent  from  school,  even  when  it  is  only 
through  their  own  solicitations  and  deceptions  that  they 
are  employed  at  all." — Report  State  Board  of  Education, 
il 


While  the  foregoing  statements  may  be  true  and  un- 
biased,— and  often  the  writer  has  found  them  representa- 
tive of  present  conditions  in  the  State, — it  must  not  be 
forgotten  that  there  are  always  two  responsible  parties 
to  a  contract ;  and  it  must  be  borne  in  mind  that  most  of 
these  statements  applied  only  to  those  families  who  had 
children  at  work  and  were  not  true  of  the  great  mass  of 
families  who  had  no  children  at  work.  Most  of  the  child 
labor  and  the  non-attendance  at  school  comes  from  the 
foreign  population.  The  French  Canadians  furnish  most 
of  the  cases. *^^  Many  of  them  would  not  send  their  chil- 
dren to  school  at  all  if  not  compelled  to.*^*^  Then,  there 
is  a  floating  population  which  comes  to  the  State  to  work. 


""  "It  is  freely  confessed  by  themselves  that  they  leave  Canada  and 
come  into  the  States  to  exploit  their  children  when  they  are  young 
and  under  the  parents'  control.  As  soon  as  the  parents  have  made 
as  much  money  as  they  can  out  of  the  children  they  go  back  to 
Canada  to  enjoy  life  on  the  small  places  which  there  abound." — 
Report  State  Board  of  Education,  1887,  p.  121. 

^°  "Of  the  two  hundred  and  twelve  illiterates  found  during  the 
year  (1900-1901)  one  hundred  and  eighty-two  were  born  in  Canada. 
.     .     .    " — Report  State  Board  of  Education,  1901,  p.  63. 
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does  not  stay  long  in  any  one  place  and  tries  to  evade 
sending  the  children  to  school.  These  two  classes  give 
nearly  all  the  trouble.  Their  chief  plea  for  employing 
the  children  is  necessity.  Experience  and  investigation, 
however,  have  shown  that  in  the  great  majority  of  cases 
this  is  not  a  valid  excuse.  There  is  a  small  minority  of 
native  born  parents  who  through  utter  neglect  fail  to  send 
their  children  to  school  or  through  rapacity  and  cupidity 
send  them  to  work.  On  the  whole,  parents,  especially  the 
Canadian  and  Italian  parents,  have  approved  the  law 
much  less  generally  than  employers  and  have  shown  a 
much  greater  tendency  to  violate  it. 

Attitude  of  the  Enforcing  Agents. — In  the  last  half 
century,  as  we  have  seen,  public  opinion,  what  there  was, 
was  in  favor  of  this  body  of  legislation,  employers  gener- 
ally supported  it,  and  parents,  except  a  few  short-sighted 
or  rapacious  ones,  offered  no  resistance  to  its  enforce- 
ment. Why  then,  for  several  years  after  the  appointment 
of  six  enforcing  agents  in  1886,  was  it  so  laxly  enforced? 
This,  I  think,  was  due  largely  to  the  manner  in  which 
these  same  officers  went  about  their  duty.  They  acted 
much  as  if  they  believed  this  body  of  legislation  was 
essentially  different  from  ordinary  laws,  and  that  in  en- 
forcing it  they  might  be  infringing  on  vested  rights ;  or 
as  if  parents  and  employers  desired  to  obey  the  law  and 
needed  only  to  be  instructed  what  the  law  was.  They 
tried  exhortation,  notification,  and  conciliation,  but  scru- 
pulously avoided  prosecution.  They  were  too  afraid  of 
giving  offense,  although  they  recognized  the  "very  salu- 
tary" effects  of  the  "few  prosecutions"  made.^''' 

"  "One  father  who  defied  the  law  and  could  not  pay  a  fine,  nor 
furnish  bonds,  was  sent  to  jail,  where  he  was  kept  three  weeks,  the 
first  case  in  this  State  in  which  a  parent  has  been  sent  to  jail  for  not 
sending  his  child  to  school.     This  case  had  the  desired  effect  and 
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Experience  taught  these  agents  that  fines  and  imprison- 
ments had  the  greatest  persuasive  powers  and  were  the 
most  convincing  arguments  of  any  they  could  bring  to 
bear  upon  dehnquent  and  defiant  parents  and  employers. 
The  following  figures  and  table  show  that  prosecutions 
were  entirely  incommensurate  with  violations. 

For  a  quarter  of  a  century  (1869-1894)  after  the  law 
took  feffect  there  were  but  33  prosecutions  for  the  employ- 
ment of  children  under  fourteen  years  of  age  who  had 
not  attended  school  twelve  weeks  of  the  preceding  twelve 
months ;  and  only  223  prosecutions  of  parents  for  not 
causing  their  children  to  attend  school. ^^  From  1886, 
when  the  "child  labor  law"  took  effect,  to  1894  there  were 
only  25  prosecutions  for  the  employment  of  children 
under  thirteen  years  of  age.^^  The  following  is  a  sum- 
mary of  the  enforcement  of  the  law  relating  to  school 
attendance  for  the  year  1902- 1903  :'^*^ 

Number  absent  illegally 2,256 

Number  at  work  illegally 71 

Parents  prosecuted   48 

Employers  prosecuted   2 

Thus  an  employer  ran  only  two  chances  in  seventy-one 
of  being  prosecuted  when   detected  employing  a  child 

broke  up  a  kind  of  conspiracy  to  resist  the  law." — State  Board  of 
Education  Report,  1883. 

"Perhaps  if  employers  were  made  by  legal  prosecutions  to  feel 
that  they  will  be  required  to  pay  the  forfeit  for  every  case  of  neglect, 
they  would  perfectly  observe  the  law  without  being  called  upon  by 
school  visitors  or  your  agent." — Report  State  Board  of  Education, 
1878. 

"Instead  of  brandishing  the  penalties  of  the  law,  we  have  kept 
them  in  the  background,  and  urged  mainly  the  great  advantage  of 
education." 

^  Report  State  Board  of  Education,  1894-1895,  p.  84. 

''  Report  State  Board  of  Education,  1894-1895,  p.  84. 

''"Ibid.,  1904,  p.  72. 
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illegally,  and  the  parent  ran  only  one  chance  in  forty- 
seven  of  being  prosecuted  for  the  illegal  absence  of  his 
child  from  school. 

SUMMARY  FOR  TWELVE  YEARS." 


Establishments 

Children  under  i 

4  Years 

Years 

Prosecutions 

Visited 

Inspected 

Employed 

Discharged 

for 
Employment 

1892 

601 

550 

44 

88 

1893 

572 

531 

67 

72 

6 

1894 

435 

369       1        II 

14 

3 

1895 

493 

418 

57 

79 

1896 

459 

430 

114 

114 

7 

1897 

673 

398 

70 

70 

II 

1898 

567 

581 

26 

26 

I 

lirgg 

581 

515 

log 

109 

I  goo 

626 

542 

75 

75 

14 

1901 

637 

522 

36 

36 

6 

1902 

651 

548 

24 

24 

4 

1903 

792 

640 

24        1        24 

2 

The  above  table  shows  that  from  1892- 1903  there  was 
approximately  one  prosecution  for  each  ten  cases  of 
illegal  employment  discovered.  In  1899  there  was  one 
prosecution  to  109  cases  of  illegal  employment.  While 
the  support  of  the  employers  is  necessary  to  the  thorough 
enforcement  of  these  laws,  and  while  conciliation  is  a 
good  thing  in  its  place,  it  is  evident  that  it  has  been  given 
too  large  a  place  here. 

Decrease  of  Child  La&or.— Before  1870  we  have  no 
reliable  statistics  as  to  the  number  of  children  employed 
in  the  State.  In  the  next  decade  there  was  an  increase  in 
the  number  employed  and  since  then  there  has  been  a 
rapid  decrease,  as  is  shown  by  the  following  table : 


"  Report  State  Board  of  Education,  1904,  p.  72. 
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This  table  shows : 

(i)  That  while  from  1870  to  1900  the  total  number 
of  manufacturing  and  mechanical  establishments  was  in- 
creasing rapidly  and  that  while  there  was  a  great  increase 
in  the  total  number  of  employees,  there  was  a  marked 
decrease  in  the  number  and  per  cent,  of  children  em- 
ployed. 

(2)  That,  likewise,  in  the  cotton  and  wool  industries 
there  was  a  rapid  increase  in  the  number  of  employees 
and  the  number  of  spindles  operated,  and  a  rapid  decrease 
in  the  number  and  per  cent,  of  children  employed. 

(3)  That  while  there  was  an  increase  in  the  total  num- 
ber of  children  engaged  in  gainful  occupations,  1880  to 
1900,  there  was  a  rapid  decrease  in  the  number  engaged 
in  the  manufacturing  and  mechanical  industries  (the  in- 
dustries to  which  the  child  labor  law  applies). 

(4)  That  in  the  cotton  and  woolen  industries  the  de- 
crease in  the  number  of  children  employed  was  more 
rapid  than  in  the  total  of  manufacturing  and  mechanical 
industries,  but  that  the  decrease  in  the  per  cent,  the  chil- 
dren bore  to  the  whole  number  of  employees  was  less 
rapid. 

(5)  Most  important  of  all  is  the  abrupt  drop  in  the 
number  and  per  cent,  of  children  employed  between  the 
census  of  1880  and  that  of  1890,  This  indicates  very 
strongly  that  the  "child  labor  law"  which  went  into 
effect  in  1886  had  been  effective  of  great  results  before 
1890. 

On  the  whole  these  figures  seem  to  show,  as  conclus- 
ively as  figures  can  show  such  things,  that  the  child  labor 
laws  of  Connecticut  have  been  very  effective  in  reducing 
the  employment  of  children  in  the  factories.  And  the 
low  per  cent.  (2  %)  which  the  number  of  children  under 
sixteen  years  of  age  is  of  the  total  employees  in  the  manu- 


72  American  Economic  Association  [484 

facturing  and  mechanical  establishments  is  good  evidence 
that  the  law  is  being  well  enforced.  However,  the  same 
census'^^  shows  that  in  1900  there  were  393  children 
under  fourteen  years  of  age — the  age  below  which  child 
labor  is  prohibited — occupied  in  the  manufacturing  and 
mechanical  industries  of  the  State. 

Conclusion. 

The  child  labor  legislation  of  Connecticut  has  cov- 
ered a  long  period.  It  has  been  loose  and  full  of  loop 
holes — so  full  of  them  and  of  such  large  ones  that  be- 
fore 1905  it  would  never,  even  if  enforced,  have  held 
an  over-anxious  French  Canadian  child  out  of  the  fac- 
tories. Even  now,  as  shown  by  the  Middletown  investi- 
gation, there  are  hundreds  of  little  urchins  in  the  fac- 
tories who  ought  to  be  in  the  schools. 

The  legislation,  all  of  it,  has  never  been  enforced. 
Before  1869  there  was  no  attempt  to  enforce  it  and 
public  opinion  did  not  demand  its  enforcement.  From 
1869  to  1886  many  of  the  laws  were  unenforcible  and  the 
enforcing  power  was  entirely  inadequate.  Since  1886  the 
legislation  often  has  been  in  advance  of  the  opinions  of 
those  whose  duty  it  was  to  enforce  it.  It  is  so  to-day, 
and,  hence,  the  enforcement  is  not  what  it  should  be. 

The  enforcement,  as  well  as  legislation,  has  been  ren- 
dered doubly  difficult  by  the  presence  here  of  a  large 
foreign  element,  especially  the  French  Canadians.  Never 
before  the  acts  of  1905  (chs.  36  and  115)  was  there 
adequate  legislation  to  deal  with  all  the  features  of  the 
problem  as  it  existed,  and  never  has  there  been  an  earnest 
attempt  to  enforce  all  the  laws  on  the  statute  books. 

Although  Connecticut  has  had,  in  some  respects,  a 
difficult  problem  to  deal  with,  and  although  she  has  made 


"Twelfth  U.  S.  Census,  Vol.  on  Occupations   (1904),  P-  178  and 
following. 
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great  progress  and  now  has  a  fair  body  of  child-labor  and 
education  laws,  she  has  no  reason  to  boast  of  the  rapidity 
with  which  she  has  reached  this  position.  She  has  plenty 
yet  to  do  in  reviving  and  enforcing  the  dead  letters  now 
on  her  statute  books  J^  in  lopping  off  the  decayed  parts  of 
the  law/**  and  in  extending  the  protection  of  the  living 
parts  to  newsboys,  messenger  boys  and  their  class/^  to 
night  workers  and  to  those  who  work  in  dangerous  occu- 
pations or  places. "^^  Many  of  her  people  have  yet  to 
realize  that  the  child  is  in  no  sense  responsible  for  the 
poverty  of  its  parents,  and  that  the  only  safe  rule  for  the 
State  to  lay  down  is  that  every  child  shall  have  a  mini- 
mum of  education  and  a  normal  moral  and  physical  de- 
velopment regardless  of  the  economic  condition  of  its 
parents — that  this  is  a  duty  the  State  owes  to  the  child, 
and  one  that  she  must  exercise  for  her  own  future  safety 
and  for  the  welfare  of  her  future  citizens. 


"  G.  S.  1902,  sec.  2147. 

"G.  S.  1902,  sec.  2121 ;  G.  S.  1902,  sec.  21 16,  first  sentence. 

"  The  following  is  largely  true  in  Connecticut  to-day :  "Of  this 
multitude  of  street  boys,  there  are  thousands  who  are  still  under 
fourteen,  at  the  most  impressionable,  the  most  critical  stage  of  life. 
Among  the  messenger  boys  a  large  number  do  all-night  work  be- 
tween all-night  houses  and  all-night  people ;  some  every  week,  some 
alternative  weeks — some  in  four-hour  shifts — some  twelve  hours  at 
a  stretch." — Independent,  55 :  377. 

"  Connecticut  has  no  law  prohibiting  the  employment  of  young 
people  and  women  at  night,  or  prohibiting  their  employment  in 
dangerous  occupations  and  places. 


CHAPTER  II. 

HOURS    OF    LABOR,    AND    THE    ECONOMIC    EFFECTS    OF    THE 
RESTRICTIONS    ON    CHILD    AND    WOMAN    LABOR. 

(a)    Hours  of  Labor. 
Early   Lazus. — The   first   statutory   regulation   of   the 
hours  of  labor  in  Connecticut  was  in  1842  (ch.  3).    That 
law  provided  that  no  child  under  fourteen  years  of  age 
should  be  employed  in  a  cotton  or  woolen  establishment 
over  ten  hours  in  any  one  day.    The  penalty  for  violation 
was  seven  dollars.     It  was  made  the  duty  of  the  school 
visitors  annually  to  examine  into  the  situation  of  the  chil- 
dren employed  in  the  manufacturing  establishments  and 
to  cause  prosecutions  for  violations  of  the  act.    This  law 
was  superseded  by  the  act  of  1855   (ch.  45)  which  pro- 
vided  (Sec.   i)   that  ten  hours  should  be  a  legal  day's 
labor    in    mechanical    or    manufacturing    establishments 
unless  otherwise  agreed.     Section  two  provided  that  no 
minor  under  eighteen  years  of  age  should  be  employed 
in  any  manufacturing  or  mechanical  establishment  more 
than  eleven  hours  in  any  one  day.     There  was  a  penalty 
of  twenty  dollars   for  violation,  but  no  provision  was 
made  for  the  enforcement  of  the  act.     Section  two  was 
repealed  the  next  year  (1856,  ch.  39),  and  it  was  made 
illegal  to  employ  in  any  manufacturing  or  mechanical 
establishment  "any  minor  under  eighteen  years  of  age 
more  than  twelve  hours  in  any  one  day,  nor  more  than 
sixty-nine  hours   in   any  one  week."     The  penalty  for 
violation   was   twenty   dollars,   and   the   constables   and 
grand  juorors  were  required  to  enquire  after  and  make 
presentment  of  offenses. 
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The  act  of  1856  was  repealed  by  the  act  of  1867  (ch. 
124)  which  provided  that  no  manufacturing  or  mechan- 
ical establishment  should  employ  ''any  minor  under 
fifteen  years  of  age  more  than  ten  hours  in  any  one  day 
nor  more  than  fifty-eight  hours  in  any  one  week."  The 
penalty  for  violation  was  fifty  dollars  for  the  employer, 
and  ten  dollars  for  the  guardian  or  parent.  Constables 
and  grand  jurors  were  to  make  presentment  of  offenses. 

None  of  these  early  laws  were  enforced.^ 

The  Eight-Hour  Law. — In  the  latter  part  of  the  "six- 
ties" the  labor  unions  of  the  State  became  quite  active  in 
politics.  In  1866  and  1867  there  was  a  strong  eight-hour 
movement  among  them.  They  formed  an  ''Eight-Hour 
League"  and  in  1867  took  a  prominent  part  in  the  election 
of  the  governor.  "Their  campaigns  were  conducted 
under  an  eight  hour  issue.  They  were  promised,  if  suc- 
cessful, an  eight  hour  law.  The  dominant  party  did  give 
them  an  eight  hour  law  but  spoiled  it  for  the  laborers  by 
adding  a  rider  that  it  should  not  be  obligatory  if  there 
was  an  agreement  otherwise."^  The  law  (1867,  ch.  37) 
was  as  follows : 

"Eight  hours  of  labor,  done  and  performed  in  any  one 
day,  by  any  One  person,  shall  be  deemed  a  lawful  day's 
work  unless  otherwise  agreed  by  the  parties."  The  law 
is  practically  the  same  to-day,  (G.  S.  1902,  sec.  4692). 
It  has  been  ineffective.  The  Report  of  the  Bureau  of 
Labor  Statistics,  (1874,  p.  52)  says  of  it: 

"The  above  act  has  had  no  particular  effect  upon  pre- 
viously existing  relations  between   workmen   and   their 

^  "There  are  a  great  many  instances  where  this  law  (1867,  ch.  124) 
is  violated — violated  so  directly  that  the  people  who  live  in  such 
places  laugh  at  the  idea  of  making  new  laws  while  the  existing  laws 
remain  unenforced.  Taking  the  State  as  a  whole,  however,  it  is 
probably  fair  to  say  that  the  law  is  evaded  rather  than  openly  vio- 
lated."—Connecticut  Bureau  of  Labor  Statistics,  1885,  p.  51,  A.  T. 
Hadley,  Commissioner. 

'  Connecticut  Bureau  of  Labor  Statistics,  1902,  p.  332. 
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employers.     The  whole  question  is  therefore  left  as  be- 
fore to  the  mutual  agreement  of  the  parties." 

The  Ten-Hour  Law. — In  1887  (ch-  62)  a  law  was 
passed  regulating  the  hours  of  labor  of  women  and 
minors.  It  provides  that,  no  minor  under  sixteen  years 
of  age  and  no  woman  shall  be  employed  in  any  manu- 
facturing, mechanical,  or  mercantile  establishment  more 
than  ten  hours  in  any  one  day,  except  when  it  is  neces- 
sary to  make  repairs,  or  for  the  sole  purpose  of  mak- 
ing a  shorter  day's  work  for  one  day  of  the  week; 
unless  such  employment  is  to  make  up  for  time  lost  on 
some  previous  day  of  the  same  week  in  consequence  of 
the  stopping  of  machinery  upon  which  such  person  was 
employed  or  dependent  for  employment;  but  in  no  case 
shall  the  hours  of  labor  exceed  sixty  in  a  week.  The 
employer  is  required  to  post  in  a  conspicuous  place  in 
every  room  where  such  persons  are  employed,  a  sched- 
ule of  the  number  of  hours  work  required  of  them  on 
each  day  of  the  week.  There  is  a  penalty  of  twenty  dol- 
lors  for  "willfully"  employing  or  permitting  to  be  em- 
ployed a  person  contrary  to  the  provisions  of  the  act; 
but  it  adds  that  "a.  certificate  of  the  age  of  the  minor, 
made  by  him  or  by  his  parent  or  guardian  at  the  time  of 
his  employment  shall  be  conclusive  evidence  of  his  age 
upon  the  trial  of  any  person  other  than  the  parent  or 
guardian  for  violation  of  the  preceding  section."  Com- 
ment is  unnecessary,  this  provision  exposes  its  own  weak- 
ness. The  law  is  the  same  to-day,  (G.  S.  1902,  sec. 
4691). 

This  law  was  advocated  by  the  laboring  people  and 
opposed  by  some  of  the  manufacturers.  A  number  of 
bills  were  before  the  legislature  in  the  "eighties"  before 
it  was  passed  in  1887.  It  seems  that  the  labor  unions 
hoped  that  this  law  would  result  in  reducing  the  hours 
for  all  to  ten  a  day.     The  manufacturers  opposed  it  be- 
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cause  they  thought  that  such  a  restriction  on  hours  in  the 
textile  mills  would  injure  Connecticut  in  competition 
with  other  states;  would  drive  capital  out  of  the  State; 
diminish  the  demand  for  Connecticut  labor,  and  seriously 
injure  her  prosperity  as  a  manufacturing  State.  It  ap- 
pears, however,  that  the  ten  hour  act  was  not  advocating 
any  radical  change  but  was  merely  enacting  into  a  law 
what  was  already  fast  becoming  an  established  custom. 
In  1885,  two  years  before  the  enactment  of  the  law,  the 
Report  of  the  Bureau  of  Labor  Statistics  (p.  54)  says: 

"In  Connecticut  itself,  right  in  the  midst  of  the  eleven 
hour  districts,  some  of  the  most  enlightened  mill-owners 
run  but  ten  hours,  and  do  not  seem  to  lose  money  by  so 
doing."^ 

The  Report  of  1887  (p.  234)  says, 

"Custom  established  the  ten  hour  working  day  before 
it  appeared  on  our  statutes.^  Custom  has  not  yet  ordered 
an  eight  hour  working  day,  and  our  statute  on  the  subject 
is  inoperative." 

No  provision  was  made  for  the  enforcement  of  the 
law  of  1887,  and  it  has  never  been  closely  obeyed.  The 
movement  for  shorter  hours  seems  to  have  gone  on  with- 
out regard  to  it,  and  not  because  of  it.  What  effect  it 
has  had  in  hastening  this  movement  cannot  be  deter- 
mined. It  was  not  long  after  the  enactment  of  the  law 
before  most  of  the  mills  were  following  the  ten-hour 
rule,  but  this  seems  to  have  been  due  more  to  the  enforce- 
ment of  a  growing  custom  by  the  employees  than  to  the 
enforcement  of  the  law  by  the  civil  officers.     The  writer 

'  "Twelve  per  cent,  of  the  men,  twenty-two  per  cent,  of  the 
women,  and  thirty-four  and  a  half  per  cent,  of  the  children  are 
employed  more  than  ten  hours  daily.  On  the  other  hand,  thirty  per 
cent,  of  the  men,  twenty-eight  per  cent,  of  the  women,  and  only 
eleven  per  cent,  of  the  children  are  emplo3-ed  less  than  ten  hours 
daily." — Report  of  Gonn.  Bureau  of  Labor  Statistics,  1886,  p.  XV, 
A.  T.  Hadley,  Commissioner. 

*  In  1885  only  "15.26  per  cent,  of  the  establishments  and  16.2  per 
cent,  of  the  employees  were  working  over  sixty  hours  per  week." 
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has  been  unable  to  learn  of  a  single  prosecution  under  the 
act.  The  following  statements  from  the  Reports  of  the 
Bureau  of  Labor  Statistics  show  that  violations  have 
been  frequent: 

"Many  employers  comply  with  the  law  so  far  as  to 
post  notices  to  the  effect  that  after  the  first  day  of  July 
ten  hours  would  constitute  a  day's  work  for  women  and 
children,  with  the  saving  clause,  'except  when  otherwise 
ordered.'  It  can  be  shown  in  many  instances  that  it  has 
been  'otherwise  ordered',  when  the  convenience  of  the 
employer  demanded  it." — 1887,  p.  22. 

"The  limit  of  time  is  often  extended  to  meet  the  de- 
mands for  increased  production  of  goods  during  the  busy 
season.  ...  It  is  not  effectual  in  cases  where  employers 
desire  to  run  more  than  ten  hours  from  time  to  time  to 
meet  their  convenience,  and  are  not  restrained  by  a  sense 
of  obligation  to  obey  a  plain  law  of  the  State." — 1888, 
pp.  25,  29. 

"Complaints  have  been  frequent  of  the  continued  vio- 
lation of  the  law.  ...  It  is  done  for  the  convenience  of 
employers  when  the  exigencies  of  their  business  seem  to 
make  it  desirable  for  them." — 1889,  p.  14. 

"The  law  .  .  .  is  to  a  great  extent  inoperative.  Its 
provisions  are  observed  where  the  employer's  interest  is 
served,  and  ignored  where  conveniences  or  a  demand  for 
increased  production  makes  it  profitable  for  employers. 
There  are  honorable  exceptions  but  this  is  the  rule." — 
1890,  p.  28. 

While  at  present  ten  hours  a  day  is  the  rule,  as  will 
be  shown  later,  the  law  is  often  ignored  when  there  is  a 
rush  of  orders.  The  writer  has  discovered  cases  of  its 
violation  in  several  different  sections  of  the  State.  Some 
of  the  employers  confess  freely  that  they  "do  not  live 
up  to  the  law",  and  that  when  rushed  they  "run  till  nine 
o'clock  two  or  three  nights  a  week."  This  is  true  in 
one  of  the  best  factories  in  the  State.  The  provision  of 
the  law  which  requires  an  employer  to  post  a  schedule  of 
working  hours  in  all  rooms  where  women  and  minors 
are  employed  is,  and  always  has  been,  a  dead  letter.  Only 
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a  very  few  of  the  factories  of  the  State  have  such  sched- 
ules posted;  and  many  of  the  employers  are  ignorant  of 
any  law  requiring  them  to  post  such  notices. 

The  law  also  is  commonly  violated  in  the  retail  stores 
and  shops.  Particularly  is  this  so  in  the  large  depart- 
ment stores  at  holiday  time.  Then,  for  several  days, 
many  of  the  women  clerks  work  hard  as  many  as  twelve 
hours  a  day. 

The  principal  reason  why  manufacturers  violate  this 
law  is  that  during  certain  short  periods  in  the  year  there 
is  a  greatly  increased  demand  for  their  goods.  They 
must  meet  this  demand  or  lose  their  customers.  At  such 
times  it  is  a  hardship  to  secure  and  train  a  separate  set  of 
hands,  when  these  hands  are  not  required  for  any  consid- 
erable period  and  not  more  than  once  or  twice  during  the 
year.  On  the  other  hand  they  cannot  afford  to  increase 
the  capacity  of  their  plants  merely  for  the  work  of  these 
short  periods.  Then,  many  of  the  employers  believe  that 
a  law  restricting  the  hours  of  labor  of  women  is  unconsti- 
tutional and  an  invasion  of  personal  rights,  and  that, 
therefore,  they  are  not  morally  bound  to  obey  such  a  law. 

The  Decline  of  Weekly  Hours  of  Labor. — There  are 
no  statistics  showing  the  number  of  hours  worked  each 
week  in  the  different  industries  of  the  State  before  i860. 
We  can  only  surmise  from  what  was  true  then  what  prob- 
ably was  true  before  that  time.^     The  following  table 

°  "Long  Work  Days  in  i860."  "Some  examples  of  the  extra  long 
work  day  in  i860  are  as  follows :  A  quarry  in  Middlesex  County 
where  the  working  time  was  from  sunrise  to  sunset ;  a  cotton  mill  in 
Fairfield  County  which  confined  its  employees  eighty-four  hours 
weekly;  three  textile  mills  in  Middlesex  and  one  textile  mill  in 
Hartford  County  which  were  in  operation  seventy-eight  hours  per 
week;  a  textile  mill  in  Hartford  County  and  a  distillery  in  the  same 
county  which  required  from  seventy-two  to  seventy-eight  hours  of 
service  per  week;  and  textile  mills  in  Tolland,  Hartford,  Fairfield, 
and  New  London  Counties,  a  brewery  in  New  Haven  County  and  a 
chemical  factory  in  Bridgeport  where  the  daily  hours  of  labor  were 
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gives  the  statistics  for  i860,  1880,  1892,  and  1904.  The 
statistics  for  each  of  these  years  are  confessedly  imper- 
fect. In  no  year  do  they  cover  all  the  industries  and 
employees  of  the  State.  Those  for  i860,  1880,  and  1892 
were  collected  by  the  Bureau  of  Labor  Statistics  in  1892. 
The  ones  for  i860  are  not  even  accurately  representative 
because  of  the  small  number  of  returns  and  because  of 
the  difficulty  of  obtaining  returns  from  those  sections 
where  the  long  working  day  was  most  common.  In  the 
statistics  for  1904  the  figures  for  the  building  trades  were 
not  considered.  In  many  places  the  eight  hour  day  ob- 
tains in  this  trade. 

With  these  explanations  the  statistics  are  offered  for 
what  they  are  worth.  At  best  they  can  be  taken  only  as 
approximately  representative  of  the  conditions  in  the 
industries  enumerated. 


twelve.  Eleven  or  eleven  and  one-half  hours  per  day  were  very 
common  in  Connecticut  factories  in  i860,  about  one-quarter  of  the 
establishments  reporting  having  the  long  day." 

"There  are  two  notable  exceptions  in  i860 — one  a  varnish  factory 
in  New  Haven  County  working  nine  hours  dailj^  and  the  other  a 
shirt  factory  in  Fairfield  County,  where  the  daily  hours  were  nine 
and  one-half." 

"Even  in  1880  some  exceptionally  long  days  were  reported.  A 
brewery  in  New  Haven  County  gave  ninety-eight  hours  per  week  as 
the  working  time,  and  a  hat  factory  in  Fairfield  County  eighty  hours 
weekly.  Twelve  hours  per  day  remained  the  requirement  in  some 
textile  mills  in  Middlesex  and  Tolland  Counties,  in  some  iron  mills 
in  Litchfield  County,  in  breweries  in  New  Haven  and  Fairfield 
Counties,  and  in  a  shoe  shop  in  Fairfield  Count3^  A  cotton  mill  in 
Fairfield  County  was  running  seventy  and  one-half  hours  weekly, 
some  textile  mills  in  Hartford,  Fairfield  and  Tolland  Counties  were 
working  sixty-six  hours  weekly,  while  the  running  time  in  nearly  all 
the  factories  in  Windham  County  was  from  sixty-six  to  sixty-nine 
hours  per  week.  Brick  yards,  where  the  hours  are  long  and  irregu- 
lar, and  paper  mills,  in  which  two  sets  of  men  work  from  eleven  to 
twelve  hours  daily,  are  not  considered  in  this  connection." — Report 
Conn.  Bureau  of  Labor  Statistics,  1893,  p.  22. 
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This  table  shows  that  the  percentage  of  employees 
working  over  ten  hours  a  day  fell  from  20.39  i^^  i860  to 
17.19  in  1880;  while  the  percentage  working  ten  hours 
or  less  daily  rose  in  the  same  period  from  79.61  to  82.81  J 
Thus,  seven  years  before  the  passage  of  the  law  (1887, 
ch,  62)  limiting  the  hours  of  labor  of  women  and  chil- 
dren to  ten  a  day,  82.81  per  cent,  of  the  employees  of  the 
State  were  working  only  ten  hours  a  day.  It  should  be 
noted,  also,  that  in  "Cotton  Goods"  and  "Cotton  Mills" 
and  in  "Woolens  and  Woolen  Mills",  the  industries  in 
which  child  and  women  labor  was  most  prevalent,  all 
were  working  over  ten  hours  a  day  in  i860;  and  that  in 
1880,  90.57  per  cent,  of  those  employed  in  "Cotton 
Goods"  and  "Cotton  Mills",  and  73.08  per  cent,  of  those 
employed  in  "Woolens  and  Woolen  Mills"  were  still 
working  over  ten  hours  a  day.  That  no  radical  change  was 
brought  about  by  the  law  of  1887  is  evidenced  by  the  fact 
that  still  in  1892,  71.01  per  cent,  of  those  working  in 
"Cotton  Goods"  and  "Cotton  Mills",  and  54.05  per  cent, 
of  those  working  in  "Woolens  and  Woolen  Mills"  were 
working  over  ten  hours  a  day.  As  less  than  50  per  cent, 
of  the  wage  earners  in  the  cotton  industry  in  1890  were 
men,  the  70.01  per  cent,  of  employees  in  that  industry 
working  over  ten  hours  a  day  in  1892  must  have  been  to 
a  considerable  extent  made  up  of  women  and  children  in 
violation  of  the  law  of  1887. 

In  1904  the  textile  industries  still  lead  in  long  hours. 

'  "The  percentage  of  establishments  working  ten  hours  or  less 
daily  was  largest  in  New  Haven  County  in  i860 — 94.44 — Fairfield 
ranking  next  with  87.27  per  cent. ;  then  Hartford  with  75.93, 
and  Litchfield  with  71.05.  In  that  year  the  per  cent,  in  Tolland 
County  was  25.00,  in  New  London  57.14,  and  in  Middlesex  58.06. 
New  Haven  County  retained  the  first  place  in  1880,  with  a  percent- 
age of  95.42,  Fairfield  being  again  second  with  93.23,  these  two 
counties  far  outranking  the  others,  Hartford  having  83.60,  Middlesex 
79.71,  Litchfield  71.05,  New  London  60.00,  Tolland  34.48,  and  Wind- 
ham 10.81." — Report  Conn.  Bureau  of  Labor  Statistics,  1893,  p.  20. 
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But  in  "Cotton  Goods"  12.66  per  cent.,  in  "Cotton  Mills" 
4.50  per  cent.,  and  in  "Woolens  and  Woolen  Mills"  17.96 
per  cent,  of  the  employees  are  working  less  than  sixty 
hours  a  week.  On  the  whole  there  has  been  a  rapid 
reduction  of  working  hours  since  i860.  While  then 
practically  all  employees  worked  sixty  hours  or  over  a 
week,  in  1904  few  of  them  worked  over  sixty  hours, 
59.17  per  cent,  of  them  worked  less  than  sixty  hours,  and 
22.02  per  cent,  worked  fifty-five  hours  or  less. 

The  agitation  on  the  part  of  organized  labor  for  shorter 
hours  continues.  Many  bills  for  the  reduction  of  hours 
have  been  before  the  legislature  since  the  passage  of  the 
law  of  1887,  but  all  have  failed.  The  policy  of  the  State 
seems  to  be  that,  except  in  the  case  of  women  and  minors, 
the  matter  of  the  regulation  of  hours  is  one  to  be  ad- 
justed by  free  contract  between  employer  and  employee 
and  by  the  demands  of  the  trade.  The  cigar  makers 
have  secured  an  eight-hour  day  and  the  working  day  in 
the  building  trades  has  been  reduced  in  most  cases  to 
eight  hours,  but  long  hours  are  still  prevalent  among 
motormen,  bakers,  workmen  in  paper  mills,  and  tailors. 


(b)     The  Economic  Effects  of  the   Restrictions 
ON  Child  and  Woman  Labor. 

That  these  restrictions  had  real  economic  effects  can- 
not be  questioned,  but  that  they  produced  any  consid- 
erable and  lasting  injuries  may  be.  The  impossibility 
of  measuring  the  exact  effect  of  any  one  of  these  restric- 
tions upon  the  development  of  the  manufacturing  and 
mechanical  industry  of  Connecticut  during  a  century  is 
evident.     At  most  we  can  only  estimate  their  temporary 
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effects  upon  employers  and  others,  and  approximate  their 
probable  permanent  effects  upon  industry. 

Before  1886  there  cannot  have  been  much  injury  suf- 
fered by  parents  or  families  because  of  restrictions  on 
child  labor,  for  these  restrictions  generally  were  not  en- 
forced, especially  if  the  family  were  needy.  Since  that 
time  the  few  cases  in  which  the  loss  of  the  child's  wages 
otherwise  would  have  brought  suffering  have  been  cared 
for  mostly  by  the  town,  the  employer,  or  charity.  The 
required  school  attendance  before  1887  '^'^^s  so  sniall  that 
it  had  little  effect  upon  the  child's  earning  capacity.  The 
present  minimum  age  limit  (fourteen  years)  doubtless 
does  bring  real  injury  in  some  cases,  but  they  are  com- 
paratively few.  The  improved  economic  condition  of  the 
families  has  made  child  labor  less  a  necessity  than  it  was 
formerly. 

Increasing  the  age  for  child  labor  has  resulted  in  an 
increased  demand  for  adult  labor.  The  injuries  suffered 
from  the  former  have  been  counterbalanced  largely  by 
the  benefits  derived  from  the  latter.  In  families,  however, 
where  the  only  laborers  were  children,  this  could  not  be. 
Here  was  real  injury,  reparable  only  by  the  increased 
efficiency  and  the  better  pay  of  the  children  later  in  life. 

Employers  suffered,  temporarily,  from  the  necessity 
of  changing  hands  when  the  children  went  out  to  school 
or  when  the  minimum  age  limit  was  raised.  When  the 
compulsory  educational  law  was  enforced  additional 
school  houses  and  teachers  were  necessary.  Often  nine- 
tenths  of  the  tax  for  these  fell  upon  the  employers.  Then, 
in  individual  cases,  they  were  injured  by  their  labor  sup- 
ply being  cut  short  by  the  removal  of  families  to  other 
places  or  states  because  they  could  not  employ  the  chil- 
dren. 

These  injuries  came  from  the  educational  requirements 
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and  the  minimum  age  limit  on  child  labor.  That  the 
more  intelligent  employers  soon  came  to  consider  these 
temporary  injuries  more  than  offset  by  the  permanent 
benefits  they  brought  them  is  evident.  They  built  school 
houses  and  opened  schools  on  their  own  initiative,  at  their 
own  expense,  and  upon  business  principles.  They  soon,, 
of  their  own  accord,  refused  to  employ  very  young  help, 
because  older  help  was  considered  more  economical  and 
because  they  could  not  afford  to  have  the  children  of  their 
factory  population  grow  up  in  ignorance.  To-day,  they 
say  that  they  rarely  suffer  from  the  restrictions,  because 
the  labor  of  children  under  fourteen  is  uneconomical. 
They  are  too  young  to  assume  the  necessary  responsi- 
bility. 

The  more  general  and  far-reaching  effects  these  re- 
strictions may  have  had  will  be  discussed  later. 

The  Economic  Effects  of  the  Ten  Hour  Law. — The 
following  table  shows  the  variations  in  the  number  and 
percentage  of  women  and  children  employed  in  the  three 
census  years,  1880,  1890,  and  1900: 
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Because  of  the  child  labor  law  of  1886  it  is  impossible 
to  determine  the  part  the  law  of  1887,  limiting  the  hours 
of  women  and  minors  under  sixteen  years  of  age  to  ten 
a  day,  had  on  the  rapid  reduction  in  the  number  and  per- 
centage of  wage  earners  under  sixteen  years  of  age  be- 
tween 1880  and  1890.  In  the  case  of  women,  however, 
there  was  but  the  one  law.  It  seems  to  have  had  but 
little  influence  on  the  number  employed.  The  percentage 
of  women  employed  rose  slightly  from  1880  to  1890,  and 
declined  slightly  between  1890  and  1900.  This  slight 
decline  is  not  significant,  and  may  be  due  to  such  a  cause 
as  the  increased  immigration  of  the  last  few  years,  with 
its  excessive  male  element. 

It  has  been  shown  that  the  law  of  1887  (ch.  62)  had 
no  marked  influence  in  restricting  the  number  of  hours 
worked  per  day.  Let  us  assume  that  it  did  and  that  the 
reduction  to  the  ten-hour  day  was  due  to  this  law.  Then 
what  economic  effects  has  it  had ;  have  Connecticut  manu- 
facturers suffered  from  the  effects  of  the  ten-hour  day? 
Before  a  restriction  on  labor  can  work  injury  to  manu- 
facturers it  must  ( I )  cause  a  decrease  in  the  quantity  or 
lower  the  quality  of  the  product,  and  (2)  it  must  bear 
unequally  on  different  manufacturers  and  industries. 

Does  the  reduction  to  a  ten-hour  day  decrease  the  out- 
put? Plainly  this  is  a  question  that  must  be  answered 
for  each  type  of  industry  and  for  each  body  of  employees 
separately. 

In  that  stage  of  industry  in  which  little  capital  and 
equipment  is  used  and  in  which  manual  labor  is  the  chief 
factor  in  production,  excessively  long  hours  are  evidently 
uneconomical  and  enhance  the  cost  of  the  product.  But 
in  the  stage  of  industry  in  which  production  is  carried  on 
by  a  large  plant  and  much  machinery  and  in  which  the 
laborer  has  been  relegated  to  the  comparatively  insigni- 
ficant position  of  a  tender  or  feeder  of  an  automatic  ma- 
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chine,  the  case  is  different.  ( i )  While  steam  is  up  and 
the  machines  are  in  motion  it  costs  less  to  run  them  the 
eleventh  hour  than  the  average  of  the  first  ten.  (2) 
When  now  a  man  works  an  extra  hour  he  works  not 
himself  alone  but  a  machine,  which  is  probably  equal  to 
ten  other  men;  and  while  his  labor  may  not  be  as  great 
as  in  the  previous  hour  that  of  the  machine  may.  (3) 
While  in  handiwork  a  man  may  work  more  rapidly  if  he 
works  short  hours,  and  vice  versa,  here  usually  he  must 
keep  pace  with  his  tireless  machine.  (4)  Under  the  fac- 
tory system  the  same  interest  must  be  earned  on  the  capital 
invested  in  the  plant  whether  the  plant  be  used  or  not. 
The  more  nearly  all  the  time  it  can  be  kept  running,  other 
things  being  equal,  the  less  will  be  the  interest  charge  on 
each  unit  of  the  product. 

But  much  depends  on  the  efficiency  of  the  employees. 
If  highly  efficient  they  may  be  able  to  increase  their 
speed  sufficiently  to  make  up  for  any  loss  due  to  the 
decrease  in  the  number  of  hours,  without  injury  to  them- 
selves, or  to  the  quality  of  the  product.  In  such  a  case 
the  shortening  of  hours  is  highly  profitable.  It  gives  the 
employee  time  for  that  intellectual  improvement  which 
increases  his  efficiency  as  a  workman  and  incites  him  to 
a  higher  standard  of  living.  This  higher  standard  of 
living,  in  turn,  makes  him  both  a  more  efficient  workman 
and  a  better  customer,  since  he  is  now  a  greater  consumer 
of  goods.  But  if  the  employees  have  not  the  intelligence 
and  efficiency  necessary  to  higher  forms  of  organization 
and  discipline,  and  to  increased  speed,  the  case  is  differ- 
ent. Then  shorter  hours  must  result  in  a  smaller  product 
or  in  an  injury  to  these  workmen.  They,  to  compete, 
must  make  up  in  time  what  they  lack  in  efficiency.  Longer 
hours  may  not  injure  them  greatly,  increased  speed  will 
drive  them  out  of  the  industry.  In  any  case  the  reduction 
of  hours  accompanied  with  increased  speed  will  be  hardest 
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on  those  least  able  to  bear  the  burden,  the  inefficient,  and 
the  old.  Short  hours  have  a  tendency  to  increase  the 
efficiency  and  raise  the  standard  of  living  of  the  better 
class  of  workmen,  who  can  stand  the  strain  of  the  in- 
creased speed  and  diligence,  but  they  have  a  tendency  to 
injure  the  efficiency  and  to  drive  to  a  lower  standard  of 
living  those  to  whom  this  increased  speed  and  diligence 
is  impossible. 

Have  the  skill,  efficiency,  intelligence  and  physical 
powers  of  the  Connecticut  workman  been  such  that  in 
the  industries  in  which  he  worked  he  could  undergo  the 
increased  speed  and  higher  organization,  made  necessary 
by  the  reduction  to  the  ten-hour  day,  without  injury  to 
himself  and  without  affecting  the  quantity  or  quality  of 
his  product?  The  ingenuity  and  skill  of  the  Connecticut 
Yankee  is  far  famed.  He  is  intelligent  and  strong.  The 
cool  climate  in  which  he  works  is  conducive  to  energy  and 
rapidity.  It  would  seem  that  here  if  anywhere  a  reduc- 
tion to  a  ten-hour  day  were  possible  without  a  reduction 
in  the  product  or  injury  to  the  workman.  We  have  no 
statistical  proof  of  the  effect  of  this  reduction  on  the 
quantity  and  quality  of  the  product.  That  it  had  no 
disastrous  effects  is  evidenced  by  the  fact  that  in  over 
82  per  cent,  of  the  industries  of  the  State  the  reduction 
to  ten  hours  had  taken  place  voluntarily  before  the  pass- 
age of  the  law  of  1887 ;  by  the  fact  that  in  those  industries 
to  which  the  law,  in  practice,  applied  most  strongly  many 
of  the  manufacturers  had  voluntarily  adopted  the  ten- 
hour  day  before  the  passage  of  the  law ;  and  by  the  fur- 
ther fact  that  to-day  employers  and  employees  very  gen- 
erally approve  the  law  and,  except  in  rush  seasons,  live 
up  to  it,  although  nobody  pretends  to  enforce  it  and 
although  there  are  no  prosecutions  under  it.  There  is 
no  complaint  on  the  part  of  employers  that  this  reduction 
has  injured  them.  Indeed,  they  have  never  ceased  their 
agitation  for  greater  reductions. 
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Before  a  restriction  on  labor  can  work  special  in  jury- 
to  manufacturers  it  must  not  only  cause  a  decrease  in  the 
quantity  or  quality  of  the  product,  but  must  bear  un- 
equally on  different  manufacturers  and  industries.  If  it 
bears  alike  on  all  industries  the  relative  positions  of  the 
industries  and  manufacturers  are  not  affected.  Competi- 
tion is  as  brisk  and  relative  profits  are  unchanged.  But 
competition  is  now  on  a  higher  plane.  If,  however,  such  a 
restriction  applies  only  to  a  part  of  the  manufacturers  in 
an  industry,  it  is  injurious.  Competition  between  the 
different  manufacturers  in  that  industry  is  no  longer  on 
the  same  plane.  Likewise,  any  restriction  which  de- 
creases the  quantity  or  quality  of  the  product  and  which 
affects  only  a  part  of  the  local  industries  injures  them. 
For  example,  where  there  is  no  disturbing  influence, 
manufacturers  will  so  distribute  themselves  among  the 
different  industries  of  a  state  that  the  profits  in  one  in- 
dustry will  not  differ  much  from  the  profits  in  another 
industry.  But  if,  when  capital  and  talent  is  so  adjusted, 
a  restriction  is  placed  upon  one  industry,  profits  will  no 
longer  be  the  same  there  as  in  other  industries  and  the 
manufacturers  in  that  industry  will  be  injured  at  least 
temporarily.  If  the  restriction  be  strong  enough,  and  if 
in  selling  their  product  these  manufacturers  must  com- 
pete with  those  not  hampered  by  such  a  restriction,  the 
injury  will  become  permanent,  and  may  even  drive  the 
restricted  industry  from  the  State. 

As  the  restrictions  on  child  and  woman  labor  in  Con- 
necticut bore  alike  on  all  the  industries  in  which  these 
classes  worked,  they  had  no  effect  on  the  relative  posi- 
tions of  these  industries.  But  if  in  any  way  these  restric- 
tions have  been  a  tax  on  these  industries,  then  they  have 
been  injured,  not  only  in  their  competition  with  the  same 
industry  in  other  states,  but  also  in  their  position  relative 
to  the  other  industries  of  this  State. 
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The  Cotton  Industry  in  Connecticut  and  the  South. — If 
the  restrictions  on  child  and  woman  labor  in  Connecticut 
have  been  a  tax  on  any  of  its  industries,  they  have  been 
such  on  the  cotton  manufacturing  industry  in  competition 
with  the  same  industry  in  the  South,  where,  until  of  late, 
there  have  been  no  such  restrictions.  A  brief  comparison 
of  the  industry  in  the  two  sections  will  not  be  unprofitable. 

COTTON  MANUFACTURING  ESTABLISHMENTS  AND 
THEIR  CAPITALS 


Number  of 
Establishments 

Capital 

1900 

1890 

1880 

1900 

1890 

New  England, 
Southern  States, 
North  Carolina,  ■] 
South  Carolina, 
Georgia,  and 
Alabama, 
Connecticut 

332 
400 

356 

57 

402 
239 

191 
65 

439 
161 

119 

82 

$272,089,821. 
124,596,874. 

27,367,538.' 

$243,153,249- 
53.827,303. 

26,431, 578.' 

This  table  shows  that  while  in  New  England,  and  espe- 
cially in  Connecticut,  the  number  of  establishments  has 
been  declining  very  rapidly,  in  the  Southern  States  the 
number  has  increased  even  more  rapidly.  The  percent- 
age of  increase  in  the  Southern  States  was  48.4  from 
1880  to  1890,  and  67.4  from  1890  to  1900.  This  in- 
crease, it  will  be  noticed,  was  almost  wholly  in  the  four 
States  of  North  Carolina,  South  Carolina,  Georgia  and 
Alabama.  In  New  England  the  percentage  of  decrease 
in  the  number  of  establishments  was  8.4  from  1880  to 
1890,  and  17.4  from  1890  to  1900.  In  Connecticut  the 
percentage  of  decrease  was  20.7  from  1880  to  1890,  and 
12.3  from  1890  to  1900.  In  the  decade  1890  to  1900, 
there  was  an  increase  of  13 1.5  per  cent,  in  the  capital 
invested  in  the  Southern  mills,  as  compared  with  an  in- 

"  Twelfth  U.  S.  Census,  IX,  pp.  28,  54. 
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crease  of  13.5  per  cent,  in  New  England,  and  3.5  per 
cent,  in  Connecticut. 


NUMBER  OF  SPINDLES  IN  COTTON  MILLS^ 


1900 

1890 

1880 

United  States, 

19,008,352 

14,188,103 

10,653,435 

New  England  States, 

12,850,987 

10,836,155 

8,632,087 

Maine, 

841,521 

885,762 

695,924 

Massachusetts, 

7,784,687 

5,824,518 

4,236,084 

New  Hampshire, 

1,243.555 

1,195,643 

944.053 

Rhode  Island, 

1,880,622 

1,924,486 

1,764,569 

Vermont, 

100,028 

71,591 

55,oSi 

Connecticut, 

1,000,574 

934.155 

936,376 

Southern  States, 

4,298,188 

1,554,000 

542  048" 

Virginia, 

126,827 

94,294 

44.340 

North  Carolina, 

I. 133.432 

337,786 

92.385 

South  Carolina, 

1.431,349 

332,784 

82,334 

Georgia, 

815,545 

445,452 

198,656 

Kentucky, 

66,633 

42,942 

9,022 

Tennessee, 

123,896 

97,524 

35.736 

Alabama, 

411,328 

79.234 

49.432 

Mississippi, 

75,122 

=^7,004 

18,568 

Arkansas, 

9,700 

.  5,780 

Louisiana, 

55,600 

46,200 

Texas, 

48,756 

15,000 

.... 

The  above  table  shows  that  from  1890  to  1900  there 
was  an  increase  of  2,014,832  spindles,  or  18.6  per  cent., 
in  New  England;  and  an  increase  of  2,744,188  spindles, 
or  176.6  per  cent.,  in  the  Southern  States.  If  we  con- 
sider only  North  Carolina,  South  Carolina,  Georgia  and 
Alabama,  the  increase  in  the  number  of  spindles  was 
2,596,398,  or  217.2  per  cent.^^     In  Connecticut  the  in- 


'"  Twelfth  U.  S.  Census,  IX,  Part  III,  p.  46. 

"Includes  11,575  spindles  reported  by  States  other  than  those 
named. 

"  "  .  .  .  Not  only  has  the  number  of  spindles  in  the  Southern 
States  become  nearly  three-fold  that  reported  in  1890,  but  the 
spindles  themselves  are  for  the  most  part  of  the  latest  and  most 
efficient  types." — Twelfth  Census,  U.  S.,  Vol.  IX,  Part  III,  p.  46. 
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crease  was  only  7.1  per  cent.     Thus  Connecticut  is  de- 
creasing in  number  of  establishments  much  more  rapidly 
than  New  England  as  a  whole,  and  is  increasing  in  per- 
centage of  spindles  much  less  rapidly.    Maine  and  Rhode 
Island  show  an  actual  decrease  in  the  number  of  spindles. 
Of  the  increase  in  the  number  of  employees  in  the  cot- 
ton industry  in  the  United  States  from   1890  to    1900 
three-fourths  of  the  whole  was  in  the  Southern  States. ^^ 
The  foregoing  tables  show  that  the  cotton  industry  in 
the  South,  in  number  of  establishments,   in  capital  in- 
vested, and  in  the  number  of  spindles  operated  is  having 
a  phenomenal  growth ;  while  in  New  England,  and  espe- 
cially in   Connecticut,  the  number  of  establishments   is 
declining,  and  the  capital  invested  and  the  number  of 
spindles  operated  is  increasing  but  slowly.     Has  this  dif- 
ference in  the  rapidity  of  the  development  of  the  industry 
between  Connecticut  and  the  South  been  due  to  legal 
restrictions  imposed  on  child  and  woman  labor  in  Con- 
necticut ?    We  have  been  unable  to  show  that  Connecticut 
manufacturers  have'  suffered  permanent  injury  from  the 
effects  of  shorter  hours  or  from  the  limitations  placed  on 
child  labor.     They  are  almost  unanimous  in  saying  that 
the  labor  of  children  under  fourteen  years  of  age  is  not 
profitable,  and  that  they  have  not  suffered  from  the  re- 
strictions placed  on  it. 

Have  not  existing  differences  between  Connecticut  and 
the  South,  in  hours  of  labor  and  in  child  and  woman 
labor,  come  rather  from  a  difference  in  the  people  them- 
selves and  from  the  different  economic  conditions  under 
which  they  live,  than  from  any  legal  restrictions?  The 
people  of  Connecticut  are  more  highly  educated  than 
those  of  the  South,  and  their  economic  condition  is  better. 
These  things  combined  have  caused  them  to  set  up  for 
themselves  a  higher  standard  of  living  than  is  prevalent 

"  Ibid.,  p.  31- 


94  American  Economic  Association  [506 

in  the  South.  The  factory  system  has  been  much  longer 
estabhshed  in  Connecticut  and  its  evils  are  much  more 
fully  appreciated.  The  people  have  had  time  to  adjust 
themselves  to  the  new  conditions.  There  has  been  time 
for  the  growth  of  a  strong  public  opinion  against  the 
evils  of  long  hours  and  child  labor.  In  the  South,  on 
the  other  hand,  the  lower  intelligence  and  the  poorer 
economic  condition  of  the  people  have  resulted  in  a  lower 
standard  of  living;  the  evils  of  child  and  woman  labor 
have  not  yet  been  fully  realized;  the  people  are  still  in 
transition  from  the  farm  to  the  factory;  and  opinions  in 
regard  to  the  evils  of  factory  life  have  not  yet  become 
crystallized  into  active  public  opinion.  The  Connecticut 
people,  guided  by  their  higher  intelligence  and  a  century 
of  experience,  and  aided  by  their  better  economic  condi- 
tion, would  naturally  have  set  up  for  themselves  a  dif- 
ferent standard  than  that  of  the  Southern  people.  Were 
all  legal  restrictions  removed,  or  had  they  never  existed, 
there  would  still  be  a  different  standard  as  to  hours  of 
labor  and  child  labor  and  education. 

Has  this  higher  standard  the  Connecticut  people  have 
set  up  for  themselves  been  detrimental  to  Connecticut 
industry?  We  have  failed  to  find  proof  that  it  has  been 
permanently  so.  The  skill  and  inventive  genius  of  the 
Yankee  mechanic  are  unsurpassed.  These,  far  more  than 
her  natural  resources,  have  won  for  Connecticut  her 
present  high  industrial  position.  While  in  the  Southern 
cotton  mill  the  number  of  spindles  to  each  wage  earner  is 
but  44.09,  in  Connecticut  it  is  75.84,  or  over  one  and 
two-thirds  times  as  many.  After  due  allowance  is  made 
for  the  larger  number  of  children  employed  in  the  South- 
ern mills,  the  Connecticut  mill  hand  is  still  far  in  the  lead 
in  the  number  of  spindles  operated. 

If  the  phenomenal  growth  of  the  cotton  manufacturing 
industry  in  the  South,  as  compared  with  its  growth  in 
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Connecticut,  is  not  due  to  the  legal  restrictions  or,  pri- 
marily, to  the  higher  standard  of  living  in  Connecticut, 
to  what  is  it  due?  In  the  opinion  of  the  writer  this 
difference  must  be  explained  largely  by  the  real  advan- 
tages the  Southern  manufacturer  has  possessed  in  natural- 
economic  and  social  conditions. 

Before  the  advent  of  the  cotton  mills  there  was  little 
manufacturing  in  the  South.  These  mills  entered  prac- 
tically a  virgin  and  unbroken  field.  Here  they  found 
numerous  suitable  building  sites,  and  abundant  water 
power.  The  land  was  cheap.  The  mildness  of  the  cli- 
mate did  not  require  that  the  buildings  be  expensive 
structures.  In  these  buildings,  however,  with  some  ex- 
ceptions, was  installed  the  latest  and  most  improved  ma- 
chinery.^^ So  anxious  were  the  Southern  people  to  secure 
the  mills  that  often  taxes  were  remitted  for  a  term  of 
years. ^^  Railroads  also  favored  them.^^  Where  fuel  was 
used  often  it  was  cheaper  than  in  New  England.  The 
supply  of  cotton  was  abundant  and  close  at  hand.  Usu- 
ally it  has  cost  less  in  the  South  than  in  New  England,  as 
is  shown  by  the  following  figures : 

Cost  per  Pound  of  Cotton  Consumed." 

1900.         1890.  1880. 

United  States   6.67c        10.36c        n.SQc 

New  England  States...  6.67  10.60  11.67 

Southern  States   6.64  977  10.52 

Connecticut    6.91"        10.76  11.99 

In  addition  to  these  advantages,  the  first  mills  in  the 
South  found  ready  at  hand  a  large  supply  of  surplus, 
native  laborers,  anxious  to  try  factory  life.  Their  stand- 
ard of  living  was  low  and  it  cost  them  little  to  live  in  this 
warm  climate.    Whole  families  were  employed ;  and  what 

"  Twelfth  Census,  U.  S.,  Vol.  IX,  Part  III,  p.  29. 

"/Hd.,  p.  35- 

"In  1900  Connecticut  paid  more  per  pound  than  any  state  except 
New  York. 
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they  lacked  in  skill  and  speed  was  made  up  by  long  hours, 
child  labor,  and  low  wages. 

With  all  these  natural  advantages,  wnth  new  plants 
equipped  mainly  with  the  latest  machinery,  with  a  cheap 
power  and  no  taxes,  with  a  low  price  for  cotton,  and  with 
an  abundant  supply  of  cheap  labor,  these  first  cotton  mills 
in  the  South  were  soon  able  to  declare  large  dividends. 
This  caused  an  increased  investment  and  a  multiplication 
of  mills. ^^  And  so  the  process  went  on  from  year  to  year. 
It  will  continue  so  long  as  the  South  retains  the  advan- 
tages which  have  been  such  a  boon  to  the  industry  there. 
Are  these  advantages  permanent  ? 

A  glance  at  the  advantages  enumerated  sliow^s  that  most 
of  them  are  not  permanent — that  they  are  only  temporary 
advantages  in  the  nature  of  the  prizes  to  be  picked  up  in 
any  unexplored  field,  or  in  the  nature  of  a  patrimony  that 
may  be  squandered.  Most  of  the  superior  building  sites 
with  good  water  power  will  soon  be  utilized.  Exemption 
from  taxes  is  already  a  thing  of  the  past.  The  machinery 
installed  in  the  first  mills  is  fast  becoming  old.  The  sur- 
plus labor  has  been  used  up.  The  factory  has  ceased  to 
have  greater  attraction  for  the  laboring  people  than  the 
farm.  Already  labor  is  so  scarce  that  manufacturers  are 
having  trouble  in  securing  help  to  run  the  machinery  now 
installed. ^^  New  mills  will  require  new  hands.  At  pres- 
ent the  supply  in  the  South  is  being  recruited  mainly 
from  the  natural  increase  of  the  native  population. 
Northern  mill  hands  seldom  go  South,  foreign  immi- 
grants go  to  the  North  and  to  the  Northwest.  If  the 
South  must  continue  to  depend  on  her  own  native  popu- 
lation for  help,  the  further  expansion  of  the  industry 


"  Twelfth  Census,  U.  S.,  Vol.  IX,  Part  III,  p.  29. 

"Twelfth  Census,  U.  S.,  Vol.  IX,  Part  III,  pp.  32,  33;  Financial 
Supplement,  N.  Y.  Herald,  Jan.  i,  1906;  Marie  VanVorst.  "The 
Woman  Who  Toils,"  p.  222. 
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there  must  be  much  less  rapid  than  in  the  past.  In  this 
respect  New  England  with  her  rapidly  increasing  foreign 
immigration  bids  fair  to  have  a  distinct  advantage. 

Then,  in  the  South,  the  standard  of  living,  and  the  rate 
of  wages  are  rising.  The  Southern  people  are  beginning 
to  realize  the  evils  of  long  hours  and  child  labor/''^  and 
these  are  being  restricted  by  law.  Public  opinion  is  now 
demanding  that  the  patrimony  of  health  and  strength 
bequeathed  to  the  present  generation  be  not  all  squand- 
ered in  the  factories.  It  has  already  become  evident  in 
many  mill  towns  in  the  South  that  if  this  squandering 
process  continues  the  industry  will  suffer  a  greater  injury 
from  it  than  any  temporary  advantage  it  may  have  gained 
by  child  labor  and  long  hours. 

What  permanent  advantages,  then,  has  the  South  over 
the  North  ?  Mainly  these  three :  ( i )  Nearness  to  the 
cotton  fields;  (2)  less  costly  land  for  building  sites j-*^  and 
(3)  the  doubtful  one  of  less  costly  mill  buildings.  The 
first  of  these  is  the  only  one  of  great  importance,  and  the 
gradual  decline  in  transportation  rates  is  making  it  less 
important  every  day. 

These  permanent  advantages  of  the  South  do  not  seem 
to  be  of  sufficient  magnitude  finally  to  drive  the  cotton 
industry  from  New  England.  Are  they  not,  and  may 
they  not  continue  to  be,  largely  offset  by  the  greater  skill 
and  efficiency  of  the  Northern  operative,  and  by  the  more 
elastic  labor  supply  of  the  North  ? 

Notwithstanding  the  wonderful  development  of  the 
cotton  manufacturing  industry  of  the  South,  the  industry 
in    New    England    has   kept   up   a   steady    and   healthy 


"Marie  Van  Vorst,  "The  Woman  Who  Toils,"  p.  274;  Robt. 
Hunter,  "Poverty,"  pp.  229-234. 

""  From  1890  to  1900  mill  site  land  decreased  in  value  13.2  per  cent, 
in  the  Nevir  England  States,  while  in  the  Southern  States  it  increased 
in  value  30.8  per  cent. — Twelfth  Census,  U.  S.,  IX,  Part  III,  p.  30. 
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growth  and  is  now  in  a  prosperous  condition.  While  the 
number  of  its  mills  has  declined  the  number  of  spindles 
to  the  mill  has  increased  very  rapidly.  There  has  been, 
also,  a  steady  increase  in  the  total  number  of  spindles 
operated  and  in  the  amount  of  capital  invested,  and  "it 
still  remains  true  that  the  largest  and  densest  concentra- 
tion of  cotton  manufacturing  in  the  United  States  is 
found  in  Southern  New  England."  "In  round  numbers 
one-third  of  all  the  spindles  in  the  United  States  are  in 
the  factories  located  within  thirty  miles  of  Providence, 
Rhode  Island.  In  fact,  30.3  per  cent,  of  all  the  cotton 
spindles  in  the  United  States  were  operated  in  1900  in 
the  two  adjoining  counties  of  Bristol,  Massachusetts,  and 
Providence,  Rhode  Island.  Moreover,  the  spindles  of 
Providence  County,  the  smaller  of  the  two,  .  .  .  out- 
number .  .  .  those  of  any  Southern  State  except 
South  Carolina."^^  In  Connecticut,  from  1890  to  1900, 
there  was  an  increase  of  7.1  per  cent,  in  the  number  of 
spindles  operated,  and  3.5  per  cent,  in  the  amount  of 
capital  invested.  In  1900  she  held  the  same  rank  as  a 
textile  manufacturing  State  that  she  did  in  1890.  The 
industry  in  the  State  to-day  is  in  a  prosperous  condition. 
Very  few  of  the  employers  think  Connecticut  is  suffering 
in  competition  with  the  South  because  of  the  restrictions 
on  child  and  woman  labor. 

In  view  of  the  fact  that  the  cotton  manufacturing  in- 
dustry in  Connecticut  has  continued  a  steady  growth 
while  the  South  has  been  reaping  the  benefits  of  the 
temporary  advantages  we  have  enumerated,  there  seems 
little  reason  for  apprehension  lest  it  cease  to  prosper  after 
these  temporary  advantages  are  gone.  But  prophecies 
are  dangerous,  the  unexpected  often  happens.  How  much 
will  Connecticut  be  injured  even  if  she  does  have  to  give 
up  entirely  her  cotton  manufacturing? 

"  Commercial  and  Financial  Chronicle,  Vol.  75,  p.  367.      (From 
Twelfth  Census,  U.  S.,  Vol.  IX,  p.  29.) 
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Relative  Importance  of  the  Cotton  Industry  in  Connecticut, 

1900.^ 

Per  cent  of  Total  of  Manufac- 
turing and  Mechanical  Industries 

Number  of  establishments 0.6 

Capital  invested  8.7 

Wage  earners  5.3 

Value  of  product 4.2 

Women  over  16  employed   (5,348) 12.5 

Children  under  16  employed  (932) 26.8 

These  figures  show  that  cotton  manufacture  equals  in 
importance  about  six  per  cent,  of  the  total  for  the  manu- 
facturing and  mechanical  industries  of  the  State.  It  is 
not  making  the  progress  that  the  different  metal  indus- 
tries are  and  is  not  yielding  such  large  profits.-^  It  seems 
less  able  than  these  industries  to  compete  in  the  world 
markets.  Important  as  it  is,  were  it  gradually  crowded 
out,  the  injury  to  the  State  would  not  be  disastrous.  The 
capital  and  labor  probably  would  not  go  South  so  much 
as  into  the  better  paying  industries  of  the  State.-"*  Prob- 
ably its  greatest  injury  would  be  the  throwing  out  of 
employment  the  5,348  women  and  the  932  children  now 
employed  in  the  industry.  Much  of  the  work  in  cotton 
mills  seems  to  be  adapted  to  their  abilities,  and  it  might 
be  difficult  for  them  to  find  as  suitable  employment  in  the 
other  industries. 


'''From  Twelfth  Census,  U.  S.,  Vol.  VIII,  p.  75;  and  Vol.  IX,  p.  54. 

"*  Twelfth  Census,  U.  S.,  Vol.  VIII;  Reports  of  Conn.  Bureau  of 
Labor  Statistics. 

"*  See  "The  Present  Status  of  Cotton  and  Cotton  Manufacturing 
in  the  United  States,"  Edward  Atkinson,  Yale  Review,  VII :  129, 
Aug.,  1898,  especially  pp.  148-151. 


CHAPTER  III. 

THE  EMPLOYMENT   CONTRACT   AND  THE  EMPLOYER'S 
LIABILITY. 

There  are  in  Connecticut  five  laws  protecting  the  em- 
ployee in  his  right  of  free  contract  with  his  employer. 
They  recognize  the  employee  as  the  weaker  party  to  the 
employment  contract,  and  seek  to  prevent  the  employer 
taking  advantage  of  his  semi-dependent  position  to  re- 
strain him  in  the  full  and  free  exercise  of  all  his  rights. 

Influencing  the  Vote  of  an  Employee. — The  first  of 
these  laws  (1867,  ch.  152,  sec.  2)  attempts  to  secure  the 
employee  in  his  right  to  vote.  It  provides  that  any  em- 
ployer who  shall  attempt  to  influence  the  vote  of  an 
operative  by  threats  of  withholding  employment  from 
him,  or  by  promises  of  employment,  or  who  shall  dismiss 
any  operative  because  of  any  vote  he  may  have  given, 
shall  be  punished  by  a  fine  of  from  one  to  five  hundred 
dollars,  or  by  imprisonment  from  six  to  twelve  months, 
or  both.  The  law  is  practically  the  same  in  the  revision 
of  1875  (G.  S.  Title  20,  ch.  9,  sec.  28).^  In  1877  (ch. 
146)  the  time  during  which  it  was  illegal  to  influence  the 
vote  of  an  employee  was  extended  to  "at  or  within  sixty 
days  prior"  to  an  election.  The  law  is  essentially  the 
same  to-day  (G.  S.  1902,  sec.  1700). 

'  "The  workingmen  need  a  secret  ballot.  There  is  altogether  too 
much  intimidation.  I  hear  of  cases  of  it  all  over  the  State.  It  is 
common  in  both  parties.  Men  vote  too  often  as  they  are  told,  be- 
cause they  are  afraid  to  vote  according  to  their  convictions.  A  secret 
ballot  would  have  a  good  moral  effect  in  diminishing  bribery." — 
Representative  Hunie  in  The  New  Haven  Evening  Register,  Dec. 
22,  1886. 
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Connecticut's  antiquated  system  of  town  representation 
and  her  loose  election  laws  long  furnished  the  incentive 
and  the  opportunity  for  much  corruption  at  the  polls.  In 
his  message  to  the  legislature  in  1877  the  Governor  said : 

"The  corrupt  practices  which  have  recently  crept  into 
use  in  our  elections  induce  me  to  call  your  attention  to  the 
necessity  of  providing  further  safeguards  for  the  protec- 
tion and  purity  of  the  franchise  of  suffrage.  I  allude  to 
the  purchase  and  sale  of  votes,  and  the  fraud  and  undue 
influence  practiced  upon  the  voter.  This  evil — which  is 
too  common  at  best — has  been  increasing  of  late  from 
year  to  year.  It  is  by  no  manner  of  means  confined  to 
the  cities  and  large  towns ;  my  belief  is  that  in  some  form 
or  other,  and  to  a  greater  or  less  extent,  it  infests  nearly 
all  the  municipalities  of  the  State.  At  all  events  the 
prevalence  of  these  practices,  and  the  silence  of  good  men 
in  regard  to  them,  are  a  sad  commentary  on  the  morals 
of  politics.  .  .  .  But  the  statutes  on  this  subject  (G.  S. 
1875,  Title  20,  ch.  9,  sec.  28)  have  become  a  dead  letter 
and  are  violated,  in  some  places  secretly,  in  others  openly, 
and  everywhere  with  impunity." 

Special  attempts  illegally  to  influence  the  votes  of  em- 
ployees as  such  were  never  common.  Such  attempts  were 
usually  limited  to  such  things  as  instructions  as  to  how 
they  should  vote,  placed  on  their  pay  envelopes  just  before 
elections,  parades  in  which  the  employees  were  encour- 
aged to  join,  and  badges  which  they  were  given  to  wear. 
Of  late  years  there  have  been  few  complaints  of  intimida- 
tion. Loose  ballot  laws  long  made  abuses  possible  and 
regulation  necessary.  Before  1889  (ch.  247)  there  was 
no  secret  or  official  ballot.  About  the  only  regulation 
was  that  the  ballot  be  plainly  written  or  printed  on  a 
single  sheet  of  white  paper.  Ballots  were  made  out  and 
voted  in  public.  The  law  of  1889  provided  for  an  official 
ballot  and  voting  booths. 

This  law,  however,  did  not  stop  vote  buying  and  cor- 
ruption at  elections.  The  Governor's  message  to  the 
legislature  in  1893  says  of  it: 
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'This  law,  while  working  beneficially  in  many  respects, 
has  upon  trial  been  found  to  be  defective,  and  there  is 
need  of  further  legislation  to  remove  some  of  the  techni- 
calities of  the  law;  to  simplify  it,  so  that  persons  of  ordi- 
nary intelligence  can  readily  understand  its  provisions." 

In  1895  the  Governor  said  in  his  message: 

"The  present  law  enables  the  voter  to  follow  his  own 
preference  as  to  men  and  measures  in  casting  his  ballot 
without  allowing  any  other  person  to  know  how  he  votes ; 
while  at  the  same  time  its  provisions  are  such  that  the 
vote-seller  can  furnish  fairly  clear  evidence  to  the  vote- 
buyer  that  the  bargain  between  them  has  been  observed." 

The  Governor's  message  in  1901  said: 

'Tf  you  can  discover  any  combination  of  words  which, 
enacted  into  a  law,  will  stop  the  buying  and  selling  of 
votes,  you  should  lose  no  time  in  making  such  discovery, 
for  it  is,  I  fear,  the  general  impression  that  much  of  the 
legislation  now  on  the  statute  books  looking  to  that  end, 
in  reality  does  little  more  than  encourage  falsehood  and 
deception." 

Notice  of  Intention  to  Leave  Employment. — The  sec- 
ond of  these  laws  was  passed  in  1885  (ch.  72).  It  pro- 
vides that : 

"Any  person  or  corporation  .  .  .  that  requires  from 
employees,  under  penalty  of  a  part  of  the  wages  earned 
by  them,  a  notice  of  intention  to  leave  such  employment, 
shall  be  liable  to  the  payment  of  a  like  forfeiture,  to  be 
recovered  in  an  action  on  this  statute,  if  such  employees 
are  discharged  without  similar  notice,  except  for  inca- 
pacity or  misconduct,  or  in  cases  of  a  general  suspension 
of  labor  by  such  employer." 

This  law  was  very  weak.  The  employer  could  still 
require  an  unjust  forfeiture  at  his  own  option,  and  could 
be  compelled  to  forfeit  a  like  amount  only  after  a  suit  in 
which  it  must  be  shown  that  the  discharge  was  not  "for 
incapacity  or  misconduct."  There  was  little  danger  of  a 
suit  for  so  small  an  amount.  The  law  was  repealed  the 
next  year  and  it  was  enacted  (1886,  ch.  108)  that  no  part 


515]  Labor  Legislation  of  Connecticut  103 

of  the  wages  of  an  employee  should  be  withheld  because 
of  any  agreement,  expressed  or  implied,  requiring  notice 
before  leaving  the  employment,  and  the  penalty  for  viola- 
tion was  fixed  at  fifty  dollars.  The  law  remains  practi- 
cally the  same  to-day  (G.  S.  1902,  sec.  4694). 

In  a  case  tried  under  this  act  in  1890,  an  agreement 
between  an  employer  and  his  employee  that  either  of 
them  should  give  the  other  two  week's  notice  before  ter- 
minating their  contract,  under  forfeit  of  the  amount  of 
two  weeks'  wages,  was  held  to  be  legal  and  binding.^ 
This  decision  seems  directly  contrary  to  the  law.  Ac- 
cording to  it  if  the  agreement  to  give  notice  is  mutual 
between  the  employer  and  the  employee,  it  is  legal. 

The  following  quotation,  copied  from  a  notice  still 
hanging  in  one  of  the  mill  offices  of  the  State,  and  dated 
July  I,  1888,  shows  that  there  were  attempts  to  evade 
this  law : 

"Any  one  intending  to  leave  the  employment  of  the 
company  must  give  the  agent  or  the  overseer  at  least  two 
weeks'  notice  of  the  fact.  Those  who  neglect  to  do  so 
are  not  considered  as  entitled  to  their  wages. "^ 

To-day  there  are  few  violations  of  the  law. 

Joining  Labor  Unions. — In  1899  (^h-  ^7*^)  ^^  was  en- 
acted that  any  employer  who  should  coerce  or  compel,  or 
attempt  to  coerce  or  compel,  any  employee  to  enter  into 
an  agreement,  either  verbal  or  written,  that,  as  a  condi- 
tion of  retaining  his  position,  he  would  not  join  any 
labor  organization,  should  be  fined  not  more  than  two 
hundred  dollars,  or  imprisoned  not  more  than  six  months. 
The  law  is  the  same  in  the  revision  of  1902  (G.  S.  sec- 
1297). 

This  law  was  secured  by  the  representatives  of  organ- 
ized labor.    It  passed  the  Senate  without  debate  and  met 

^  Pierce  v.  Whittlesey,  58  Conn.,  107-108. 
^The  italics  are  mine. 
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but  little  opposition  in  the  House.  The  purpose  of  the 
law  is  to  secure  laboring  men  in  their  right  to  organize, 
without  being  discriminated  against.^  Previous  to  1899 
there  had  been  several  ineffectual  attempts  to  secure  such 
a  law.  One  of  the  bills  (H.  B.  103,  1897)  made  it  un- 
lawful, also,  for  an  employer  to  require  an  agreement  not 
to  join  a  labor  union,  as  one  of  the  conditions  of  giving 
employment.  The  labor  unions  wish  the  present  law  to  be 
amended  to  this  effect. 

In  New  York  a  similar  law,  which  prohibited  the  em- 
ployer from  exacting  from  the  applicant,  as  a  condition 
of  securing  employment,  an  agreement  not  to  become  a 
member  of  a  labor  organization,  was  recently  declared 
unconstitutional.^    In  the  decision  it  was  held  that : 

"The  statute,  however,  clearly  discriminates  in  favor 
of  labor  unions  by  forbidding  an  employer  either  to  im- 
pose as  a  condition  of  employment  that  the  employee  shall 
sever  his  relations  with  the  union,  or,  if  not  a  union  man, 
shall  not  join  a  union.  In  the  making  of  such  a  contract 
both  the  employer  and  the  employee  are  acting  within 
their  strict  legal  rights." 

It  is  questionable  whether  the  Connecticut  law,  if 
tested,  would  not  meet  the  same  fate  as  has  the  New 
York  law.  This  law  seems  to  be  contrary  to  the  legisla- 
tive policy  of  Connecticut,  not  to  interfere  in  the  matter 
of  free  contract  between  employers  and  their  adult  male 
employees.  The  right  of  laborers  to  organize  must  be 
held  inviolable,  but  if  the  men  claim  the  right  to  terminate 
their  contract  unless  the  employer  consents  to  make  the 
shop  union,  to  the  employer  should  be  granted  the  right 

*  "When  the  workmen  in  the  South  Norwalk  Lock  Company's 
Works  presented  themselves  for  their  wages  on  Saturday,  each  one 
was  asked  if  he  belonged  to  a  certain  labor  organization  which  was 
known  to  exist  in  that  city.  If  they  were  truthful  and  courageous 
they  said  they  were  and  six  men  were  discharged  because  they  said 
'Yes.' " — New  Haven  Evening  Register,  July  13,  1885,  p.  i. 

"  People  V.  Harry  Marcus  (1906). 
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to  terminate  the  contract  unless  they  will  consent  to  make 
the  shop  non-union.  The  principle  of  "equal  rights" 
applies  here  as  well  as  elsewhere. 

The  "Padrone  Law." — For  several  years  previous  to 
1895  there  were,  in  certain  sections  of  the  State,  many 
ignorant  foreign  laborers.  These  were  mainly  French 
and  Italian.  They  seldom  came  to  the  State  on  their 
own  resources.  The  French  often  came  under  contract 
with,  or  influence  of,  employment  companies.  The  Ital- 
ians often  came  in  rudely  organized  bodies  under  the 
leadership  of  a  "padrone,"  who  arranged  for  their  wages 
and  pay.  Neither  of  these  classes,  or  the  Hungarians 
and  Poles  who  came  later,  knew  English,  and  they  ac- 
quired knowledge  of  it  slowly.  Their  poverty,  and  their 
ignorance  of  the  language,  made  them  very  dependent  on 
their  leaders  and  employers.  The  result  was  that  unscru- 
pulous employers  and  "padrones"  often  took  advantage 
of  their  helplessness  and  defrauded  them  of  their  wages. 
In  some  cases  their  wages  were  refused  them  outright, 
and  if  they  objected  they  were  dismissed  summarily  and 
another  gang  secured.  In  other  cases  the  employer  de- 
frauded them  by  overcharging  them  for  board,  fuel  and 
supplies.^  They  did  not  know  enough  and  had  not  money 
enough  to  sue  for  their  rights  under  the  law.'^ 

To  remedy  these  conditions,  in  1895  (ch.  295)  the 
commissioner  of   the   Bureau   of   Labor    Statistics   was 

*  "The  system  of  charges  used  permits  extortion  of  the  worst  kind. 
Each  man  is  known  by  number  and  not  by  name.  A  man's  number 
is  entered  in  the  day-book,  and  any  purchase  that  he  may  make  is 
charged.  .  .  .  The  name  of  the  article  and  date  of  purchase 
are  not  entered.  When  the  day  of  settlement  comes,  if  ever,  he  is 
confronted  with  this  account  and  told  that  he  is  in  debt  for  the  full 
amount  of  his  wages,  or,  at  least,  a  mere  pittance  of  fifty  or  seventy- 
five  cents  is  given  him,  or  possibly  enough  to  carry  him  out  of 
town." — Report  Conn.  Bureau  of  Labor  Statistics,  1896,  p.  270. 

'  Reports  Conn.  Bureau  of  Labor  Statistics,  1885,  p.  60;  1895,  p.  11 ; 
1896,  p.  270. 
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authorized  to  appoint  persons  familiar  with  the  languages 
of  these  alien  laborers,  to  inform  them  as  to  their  right 
of  contract  under  the  laws  of  the  State  and  to  prevent 
illegal  advantage  being  taken  of  them  by  reason  of  their 
ignorance,  credulity,  or  want  of  knowledge  of  the  Eng- 
lish language.  These  agents  were  to  be  temporary  only, 
and  their  total  expense  was  not  to  exceed  three  hundred 
dollars  a  year.  The  illegal  reception  and  retention  of 
money  due  alien  laborers  was  made  punishable  by  a  fine 
of  one  hundred  dollars  or  imprisonment  for  one  year,  or 
both.  The  law  is  practically  the  same  in  the  revision  of 
1902  (G.  S.  sec.  4607). 

Agents  were  appointed  under  this  law  and  their  efforts 
were  effective  of  some  good,  but  the  act  failed  to  accom- 
plish what  was  expected  of  it.  All  the  agents  could  do 
was  to  advise  the  alien  laborers  as  to  what  their  rights 
were,  and  as  to  what  action  they  should  take  to  secure  the 
payment  of  their  wages.  They  had  no  authority  to 
prosecute,  or  to  collect  claims,  and  the  laborers  usually 
were  too  poor  to  pay  a  lawyer's  fee.  Abuses  declined, 
but  there  were  many  bad  cases  the  agents  could  not  reach 
under  the  law.^  Often  agents  could  not  be  appointed 
when  needed  because  of  a  lack  of  funds. ^    In  1895,  and 

*  "J.  B.,  a  Pole,  .  .  .  worked  for  one  .  .  .  from  December 
23rd,  1891,  to  August  6th,  189s,  at  the  rate  of  $18  per  month.  Early 
in  the  term  of  his  employment  he  got  some  money,  but  latterly  almost 
none,  until  at  the  time  he  left  .  .  .  owed  him  $282.60.  This  man 
.  .  .  has  a  record  for  just  this  sort  of  work.  About  a  year  ago 
...  he  had  four  or  five  men  who  worked  for  him  all  summer  and 
got  no  money  and  but  poor  food,  and  then  in  the  fall  were  set  adrift 
and  were  found  later  by  some  of  their  fellow  countrymen  living  on 
fruit,  etc.,  in  the  woods  and  almost  starving.  .  .  .  hires  these  men 
to  work  for  him,  always  getting  very  green  men.  When  they  find 
him  out  he  turns  them  adrift."  A  State's  attorney,  speaking  of  this 
case,  said,  "I  know  of  no  statute  upon  which  this  man  can  be  prose- 
cuted. It  seems,  however,  to  be  a  case  which  calls  for  remedial 
legislation." — Report  Conn.  Bureau  of  Labor  Statistics,  1895,  p.  12. 

'Ibid.,  1900,  p.  15. 
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again  in  1896,  the  Commissioner  of  the  Bureau  of  Labor 
Statistics  recommended  the  enactment  of  a  law  that  would 
cover  these  cases.  Legislation  was  delayed,  however, 
until  1 90 1,  when,  as  a  result  of  a  very  bad  case  in  Bridge- 
port in  1900,  a  new  law  was  passed. 

This  Bridgeport  case  is  worthy  of  notice.  Contractors 
on  railroad  improvements  there  had  employed  the  city 
sheriff  of  Bridgeport  and  an  Italian  "padrone"  of  Boston 
to  furnish  them  Italian  laborers.  The  sheriff's  men  were 
to  continue  to  live  in  their  own  homes.  No  stipulation 
was  made  as  to  the  men  furnished  by  the  "padrone". 
Soon  the  men  supplied  by  the  sheriff  began  to  be  dis- 
charged by  the  bosses  in  charge  of  the  gangs,  on  the 
ground  that  they  were  incompetent.  The  "padrone's" 
men  were  housed  on  the  shanty  plan  in  an  old  carriage 
shop,  as  many  as  seventy-five  lodging  there  at  one  time. 
The  "barracks"  were  fitted  up  with  small  plank  bunks 
and  straw  bags,  for  which  the  Italians  were  charged 
$1.25  per  month  each.  "Two  men  were  placed  in  a  space 
too  small  for  one,  and  two  small  stoves  afforded  the  only 
cooking  facilities.  The  sanitary  conditions  were  de- 
plorable. The  prices  charged  for  provisions  in  some 
cases  exceeded  the  market  price  by  100  per  cent."  "Sev- 
eral of  the  men  also  stated  that  they  had  been  informed 
that  if  they  lived  in  the  barracks  it  would  be  easy  to 
obtain  work,  otherwise  not.  This  they  found  out  by 
experience.  "^^ 

To  prevent  the  evils  disclosed  by  this  case  a  new  law 
was  passed  in  1901  (ch.  68).  It  prohibits  contractors, 
foremen,  superintendents  and  supervisors  of  labor  from 
exacting  or  receiving  fees,  rewards  or  voluntary  contri- 
butions from  those  they  employ ;  provides  for  the  inspec- 
tion by  local  health  officers  of  all  lodging  places  provided 


'  Report  Conn.  Bureau  of  Labor  Statistics,  1900,  pp.  221-224. 
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by  employers  for  their  employees ;  and  imposes  a  penalty 
upon  employers  for  overcharging-  their  laborers  for  arti- 
cles sold  them. 

There  have  been  few  complaints  of  violations  of  this 
law.^^  There  are  rumors,  however,  that  there  are  still 
instances  of  foremen  receiving  pay  for  furnishing  em- 
ployment, but  proof  of  this,  sufficient  to  warrant  prosecu- 
tion, is  difficult  to  secure.  There  have  been  but  one  or 
two  convictions. 

Company  Stores  and  Tenements. — The  law  of  1901, 
just  discussed,  was  passed  to  regulate  the  treatment  of 
their  laborers  by  contractors  on  railroads,  bridge-build- 
ing, etc.  Its  provisions,  however,  are  general  and  apply 
also  to  the  long  established  manufacturing  companies. 

Company  stores,  company  tenements,  and  company 
boarding  houses  were  once  quite  common  among  the 
establishments  in  certain  industries  of  the  State.  Then, 
often,  they  were  a  necessity,  as  frequently  the  mills  were 
isolated  by  having  to  locate  where  they  could  secure  good 
water  power.  In  many  cases  they  are  a  necessity  still, 
but  the  practice  of  having  them  where  not  necessary  has 
been  declining  rapidly.  In  1886  "one-half  of  all  (con- 
cerns) received  more  or  less  income  from  rent  that  was 
deducted  from  wages."  In  1892,  23.99  P^^  c^"^-  o^  ^^^ 
establishments  made  partial  payment  of  wages  in  rent. 


""The  aversion  of  the  overseers  to  the  State  [free  public  employ- 
ment] officers  was  at  length  explained  in  an  accidental  manner.  It 
was  learned  that  a  widespread  practice  exists  among  the  overseers 
of  blackmailing  the  men  who  work  under  them — of  compelling  them 
to  pay  tribute  for  the  privilege  of  employment.  Investigation  showed 
that  its  extent  is  alarming;  and  that  the  evils  of  this  oppression  are 
second  only  to  those  indulged  in  by  private  intelligence  offices.  The 
laborer  with  self-respect  and  manhood  enough  to  refuse  to  be  black- 
mailed is  thereby  placed  at  a  disadvantage ;  while  the  mills  and  shops 
are  filled  with  employees,  not  the  most  skilled  and  able,  but  the  most 
easily  gouged.'' — Report  Conn.  Bureau  of  Labor  Statistics,  1901, 
p.  193- 
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5.27  per  cent,  partial  payment  in  board,  and  1.94  per  cent, 
partial  payment  in  store  orders.  In  Windham  and  Tol- 
land counties,  where  the  textile  industry  is  prominent, 
over  half  of  the  factories  rented  tenements,  and  28.81 
per  cent,  of  those  in  Tolland  and  22.37  per  cent,  of  those 
in  Windham  comity  conducted  boarding  houses.  In 
Windham  county  21.05  P^^  cent,  of  the  manufacturers 
gave  store  orders  to  their  employees,  while  in  Tolland 
county  5.08  per  cent,  gave  such  orders.  In  i860,  15.24 
per  cent,  of  the  establishments  reporting  in  the  State  were 
making  partial  payments  of  wages  in  store  orders,  in 
1880  the  per  cent,  making  such  payments  was  only  5.14, 
and  by  1892  it  had  fallen  to  1.94.^" 

Many  of  the  companies  in  the  textile  manufacturing 
districts  still  have  their  tenements,  but  company  stores 
are  few  and  company  boarding  houses  are  not  common. 

In  1886  it  was  reported  that  there  were  many  com- 
plaints against  company  stores.  But  the  evils  complained 
of  were  mainly  those  common  to  credit  stores,  and  were 
seldom  due  to  the  fact  that  the  store  was  run  by  the 
company.  Yet,  in  cases,  it  was  claimed  that  pressure  was 
used  to  cause  operatives  to  trade  at  the  company's  store ; 
and  some  companies  "organized  systems  of  coupon  pay- 
ment, coming  very  close  to  the  limit  of  the  'Truck  Acts' 
of  the  United  States."^^ 

There  is  no  complaint  against  the  present  management 
of  the  company  stores,  tenements  and  boarding  houses 
in  the  State.  The  employees  trade  where  they  choose, 
and  excessive  prices  are  not  complained  of.  The  tene- 
ments are  mostly  plain  but  substantial  one-story  or  two- 
story  frame  buildings,  accommodating  from  two  to  four 
families.  The  rents  seem  to  be  lower  than  the  rents  of 
similar  houses  in  the  towns  where  they  are  located.     A 

"Report  Conn.  Bureau  of  Labor  Statistics,  1893,  pp.  56-61. 
"  Ibid.,  1886,  p.  xlvi. 
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number  of  inquiries  made  by  the  writer  in  one  cotton 
mill  town  showed  that  the  rents  there  averaged  about 
twenty  cents  per  week  per  room.^^  Some  companies 
remit  all  rents  when  the  mills  close  down;  and  often  the 
tenements  are  not  in  themselves  a  profitable  investment. 
One  company  furnishes  board  and  room  at  $2.50  a  week 
for  women,  and  $3.50  a  week  for  men.  This  is  less  than 
it  costs  the  company. 

Importation  of  Laborers. — In  view  of  the  present 
United  States  laws  prohibiting  the  importation  of  con- 
tract laborers,  it  is  interesting  to  find  that  it  is  only  a 
few  decades  since  such  importation  was  encouraged  to 
the  extent  that  a  State  law  was  passed  to  protect  the 
interests  of  those  who  imported  laborers  under  contract. 
In  1865  (ch.  10)  such  a  law  provided,  that  all  contracts 
entered  into  in  any  foreign  country  by  which  any  person 
emigrating  to  this  country  should  pledge  the  wages  of  his 
labor,  not  exceeding  one-half  thereof,  to  any  person,  to 
repay  the  expenses  of  his  transportation,  should  be  as 
valid  and  binding  as  if  made  in  this  State.  Similar  con- 
tracts entered  into  with  immigrants  after  their  arrival  in 
this  country  were  made  valid  in  the  same  manner.  If 
any  such  immigrant  failed  to  enter  the  service  of  the 
person  or  corporation  that  had  paid  the  expenses  of  his 
transportation,  or  left  such  service  before  repaying  them, 
and  went  to  serve  another,  the  amount  so  due  became  a 
lien  upon  his  wages.  This  right  of  lien  was  extended  to 
residents  of  States  that  had  enacted  or  should  enact  sim- 
ilar laws. 

This  law  made  its  last  appearance  in  the  revision  of 
1866  (G.  S.  Title  36). 

The  Employer's  Liability. — Connecticut  has  not  a  reg- 
ular employer's  liability  act.     For  many  years  the  labor 

"  Sixty-three  cases  reported  by  the  Bureau  of  Labor  Statistics  in 
1886  paid  an  average  of  $4.37  a  month  for  company  tenements. 
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unions  have  tried  to  secure  the  passage  of  such  an  act,  and 
numerous  bills  have  been  before  the  legislature  for  that 
purpose,  but  they  have  always  been  rejected.  In  1901, 
however,  a  half-way  measure  defining  the  duty  of  the 
master  to  his  servant  and  entitled  "An  Act  Concerning 
the  Liability  of  Employers"  was  passed.  Before  this  the 
many  cases  that  arose  were  tried  under  the  Common  Law. 
As  the  present  law  is  but  the  enactment  of  a  few  of  the 
principles  previously  established  by  these  Common  Law 
decisions,  a  statement  of  their  chief  points  will  be  given 
before  that  law  is  discussed.^^ 

The  Master's  Duty. — "It  is  the  master's  duty  to  exer- 
cise reasonable  care  to  provide  for  his  servant  a  reason- 
ably safe  place  in  which  to  work,  reasonably  safe  appli- 
ances and  instrumentalities  for  his  work,  and  fit  and 
competent  persons  as  his  co-laborers."^^  He  shall  exer- 
cise reasonable  care  in  keeping  the  appliances  in  a  safe 
condition,^'^  and  shall  furnish  his  employee  with  material 
which  is  reasonably  safe.^®  He  does  not  warrant  the 
goodness  of  such  material,  but  he  must  exercise  reason- 
able care  in  its  selection. ^^ 

Reasonable  care  is  care  proportionate  to  the  danger. ^^ 
"In  dangerous  situations  ordinary  care  means  great 
care."^^     "Negligence  is  the  non-performance  or  the  in- 


"  Only  a  sufficient  number  of  cases  have  been  cited  to  show  the 
trend  of  the  decisions. 

"  McElligott  V.  Randolph,  61  Conn.,  161 ;  Sullivan  v.  N.  Y.,  N.  H. 
&  H.  R.  R.  Co.,  62  Conn.,  215;  Wilson  v.  Willimantic  Linen  Co.,  50 
Conn.,  457;  Farrell  v.  Eastern  Machinery  Co.,  77  Conn.,  848;  Finken 
V.  Elm  City  Brass  Co.,  72  Conn.,  424. 

"  Rinicotti  v.  O'Brien  Contracting  Co.,  77  Conn.,  622. 

"  Curelli  v.  Jackson,  77  Conn.,  120;  O'Keefe  v.  National  Folding 
Box  and  Paper  Co.,  66  Conn.,  38. 

"  Dexter  v.  McCready,  54  Conn.,  172,  173. 

'"*  Knovirles  v.  Crampton,  55  Conn.,  344 ;  Mulligan  v.  New  Britain, 
69  Conn.,  96;  Sprague  v.  N.  Y.  &  N.  E.  R.  R.  Co.,  68  Conn.,  353. 
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adequate  performance  of  a  legal  duty."-^  It  signifies  a 
want  of  care  by  one  having  no  intention  to  injure.-^  It  is 
a  "breach  of  duty,  unintentional  and  proximately  pro- 
ducing injury  to  another  possessing  equal  rights. "^^ 

Vice  Principal  and  Fellow  Servant. — The  performance 
of  a  particular  act  which  it  is  the  duty  of  the  employer  to 
perform  makes  of  the  servant  a  vice  principal  as  to  that 
act,  and  he  is  not  then  a  fellow-servant  with  his  co- 
laborers.^^  Thus  in  some  of  his  acts  he  may  be  a  vice 
principal  while  in  others  of  his  acts  he  is  simply  a  fellow- 
servant.^^  The  act  of  a  servant,  pursuant  to  his  master's 
express  command,  or  in  the  regular  course  of  his  em- 
ployment, is  the  act  of  the  master."^*^  The  character  of 
the  duty  determines  whether  the  negligence  of  a  servant 
was  that  of  a  vice  principal  or  of  a  fellow-servant.^'^  The 
fellow-servant  rule  does  not  apply  where  the  master, 
being  bound  to  provide  a  safe  place  and  safe  appliances, 
does  not  attend  to  it  personally  but  employs  another  who 
does  it  negligently.^^  Laborers  have  been  held  to  be 
fellow-servants  if  they  have  a  common  employer,  are 
working  for  the  accomplishment  of  the  same  general 
object,  are  acting  in  one  common  service,  and  receive 
their  compensation  from  the  same  source.-^ 


^  O'Neil  V.  East  Windsor,  63  Conn.,  153;  Schoonmaker  v.  Albert- 
son  &  Douglass  Machine  Co.,  51  Conn.,  892;  Beers  v.  B.  &  A.  R.  R. 
Co.,  67  Conn.,  426. 

"^  Pitkin  V.  N.  Y.  &  N.  E.  R.  R.  Co.,  64  Conn.,  490. 

"Farrell  v.  Waterbury  H.  R.  R.  Co.,  60  Conn,  246. 

^  Sullivan  v.  N.  Y.,  N.  H.  and  H.  R.  R.  Co.,  62  Conn.,  215 ;  Kelly 
Admr.  v.  New  Haven  Steamboat  Co.,  74  Conn.,  343. 

^  McElligott  V  Randolph,  61  Conn.,  164. 

'^  Santo  V.  Maynard,  57  Conn.,  160 ;  Church  v.  Mansfield,  20 
Conn.,  287. 

^'  Brennan  v.  Berlin  Iron  Bridge  Co.,  74  Conn.,  389. 

"'  Wilson  V.  Willimantic  Linen  Co.,  50  Conn.,  457 ;  Gerrish  v.  New 
Haven  Ice  Co.,  63  Conn.,  17;  State  v.  McKee,  73  Conn.,  19. 

^  Sullivan  v.  N.  Y.,  N.  H.  &  H.  R.  R.  Co.,  62  Conn.,  214 
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Master's  Liability. — If  a  master  exercises  due  diligence 
in  selecting  servants  and  furnishes  them  with  a  safe  place 
in  which  to  work  and  with  suitable  means  and  machinery 
for  doing  the  work  he  is  not  answerable  for  an  injury 
to  one  of  them  in  consequence  of  the  negligence  of  a 
fellow-servant,  or  his  failure  properly  to  use  the  appli- 
ances provided. ^^  The  master  is  not  responsible  for  an 
injury  to  one  workman  caused  by  negligence  of  another 
in  the  operation  of  a  machine  at  which  both  are  work- 
ing ;^^  but  he  "is  responsible  for  an  injury  produced  by 
the  combined  negligence  of  himself  and  a  fellow-servant 
of  the  injured  employee. "^^ 

Contributory  Negligence. — To  be  in  the  relation  of  a 
servant  to  the  master  the  employee  must  be  acting  in  the 
place  of  the  employer,  in  accordance  with  and  represent- 
ing his  will.^^  The  servant  must  use  ordinary  care,  but 
he  cannot  be  expected  to  notice  the  latent  defects  of  the 
machinery  at  which  he  is  working,  or  any  defects  that  are 
not  obvious  to  one  not  an  expert  in  machinery.^*  To  be 
contributorily  negligent  an  employee  must  fail  to  exercise 
ordinary  care.^^  Contributory  negligence  "is  the  doing 
or  omitting  to  do  that  which,  under  the  circumstances,  a 
reasonable  man  would  not  have  done  or  would  not  have 
omitted  to  do  to  avoid  injury  resulting  to  himself  from 
the  negligence  of  the  defendant."^^    "In  a  case  for  negli- 


'"Griswold  v.  N.  Y.  &  N.  E.  R.  R.  Co.,  53  Conn.,  389;  Nolan  v. 
N.  Y.,  N.  H.  &  H.  R.  R.  Co.,  70  Conn.,  159;  McQueeny  v.  Norcross, 
75  Conn.,  381 ;  Kelly,  Admr.,  v.  New  Haven  Steamboat  Co.,  74  Conn., 
343 ;  Burke  v.  Norwich  &  Worcester  R.  R.  Co.,  34  Conn.,  479 ; 
Bassett  v.  N.  &  W.  R.  R.  Co.,  19  Law  Rep.,  55  (Superior  Court). 

^  Leonard  v.  Mallory,  75  Conn.,  433. 

^  Wilson  V.  Willimantic  Linen  Co.,  50  Conn.,  466. 

"  Corbin  v.  American  Mills,  27  Conn.,  279. 

'*  Wilson  V.  Willimantic  Linen  Co.,  50  Conn.,  468. 

*°  Daley  v.  N.  &  W.  R.  R.  Co.,  26  Conn.,  597 ;  Beers  v.  Housatonic 
R.  R.  Co.,  19  Conn.,  571. 

"  Hubbard  v.  N.  Y.,  N.  H.  &  H.  R.  R.  Co.,  72  Conn.,  27. 
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gent  injury,  proof  of  contributory  negligence  is  a  perfect 
defense."^^  The  principle  is  well  settled  that  if  the  plain- 
tiff has  been  guilty  of  a  want  of  ordinary  care,  contribu- 
tory to  the  production  of  an  injury,  he  cannot  recover, 
although  the  defendant  has  been  guilty  of  gross  and 
culpable  negligence,  if  the  act  was  not  intentional  and 
wanton. ^^ 

The  employee  assumes  the  obvious  dangers,^^  and  the 
ordinary  risks  of  the  business.'**'  "All  ordinary  risks 
incident  to  the  service,  including  those  resulting  from  the 
carelessness  of  fellow-servants,  are  assumed  by  the  em- 
ployee, and  for  these  the  employer  is  not  responsible."^^ 

A  child  eight  years  of  age  is  not  necessarily  incapable 
of  contributory  negligence;  but  in  such  cases  ordinary 
care  "means  such  care  as  may  reasonably  be  expected  of 
children  of  similar  age,  judgment  and  experience  under 
similar  circumstances."'*-  Whether  a  child  ten  years  old 
had  intelligence  enough  to  appreciate  the  danger  from 
certain  machinery  and  thus  know  the  risk  he  assumed  in 
entering  into  the  employment,  is  a  question  for  the  jury.*^ 
It  is  presumed  that  a  boy  of  thirteen  can  and  ought  to 
exercise  ordinary  care,  and  in  absence  of  proof  to  the 
contrary  want  of  such  care  will  not  be  regarded  as  due 
to  "childish  instincts."'*^ 


''  Pitkin  V.  N.  Y.  &  N.  E.  R.  R.  Co.,  64  Conn.,  490. 

^Birge  v.  Gardiner,  19  Conn.,  511;  Rowen  v.  N.  Y.,  N.  H.  &  H. 
R.  R.  Co.,  59  Conn.,  371 ;  Park  v.  O'Brien,  23  Conn.,  345 ;  Neal  v. 
Gillett,  23  Conn.,  443 ;  Isbell  v.  N.  Y.  &  N.  H.  R.  R.  Co.,  27  Conn., 
402;  Williams  v.  Clinton,  28  Conn.,  266;  Fox  v.  Glastonbury,  29 
Conn.,  209. 

^°  Dickenson  z'.  Vernon,  77  Conn.,  537;  Ryan  v.  Chelsea  Paper 
Mnfg.  Co.,  69  Conn.,  454. 

"  Hayden  v.  Smithville  Mnfg.  Co.,  29  Conn.,  557,  558. 

*^  'Wilson  V.  'Willimantic  Linen  Co.,  50  Conn.,  457 ;  Sullivan  v.  N. 
Y.,  N.  H.  &  H.  R.  R.  Co.,  62  Conn.,  215. 

*==  Rohlofif  V.  Fair  Haven  &  W.  R.  R.  Co.,  76  Conn.,  691,  693. 

*'  Hayden  v.  Smithville  Mnfg.  Co.,  29  Conn.,  559. 

**  Birge  v.  Gardiner,  19  Conn.,  512. 
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The  law  of  1901  (ch.  155)  provides  that: 

"It  shall  be  the  duty  of  the  master  to  exercise  reason- 
able care,  to  provide  for  his  servant  a  reasonably  safe 
place  in  which  to  work,  reasonably  safe  appliances  and 
instrumentalities  for  his  work,  and  fit  and  competent  per- 
sons as  his  co-laborers" ;  and  "to  exercise  reasonable  care, 
in  the  appointment  or  designation  of  a  vice-principal,  to 
appoint  as  such  vice-principal  a  fit  and  competent  person." 
"The  default  of  the  vice-principal  in  the  performance  of 
any  duty  imposed  by  law  upon  the  master  shall  be  the 
default  of  the  master." 

The  law  is  the  same  at  present  (G.  S.  1902,  sec.  4702). 

The  above  law  being,  as  has  been  shown,  but  the  enact- 
ment of  the  leading  principles  already  firmly  established 
by  the  Common  Law  decisions,*^  is  of  doubtful  benefit  to 
anyone.  It  is  scarcely  more  binding  on  the  court  than 
were  the  precedents  upon  which  it  is  based.  It  satisfies 
neither  the  employers  nor  their  employees.  Some  of  the 
employers  say  the  effect  of  the  law  has  been  to  cause 
employers  to  insure  against  liability  for  injury  to  their 
employees,  and  that  this  has  destroyed  the  interest  in 
their  workmen  they  once  had.  Now,  the  case  is  largely 
one  between  the  employee  and  the  insurance  company. 
The  insurance  company  has  no  sympathy  for  him  and 
his  condition.  They  fight  and  win  the  case,  after  an 
expensive  trial,  where  often  the  employer  would  have 
been  willing  to  settle  the  damages  out  of  court. 

The  workmen,  on  the  other  hand,  say  the  law  is  of 
little  or  no  benefit  to  them.  In  the  first  place  an  employer 
is  not  liable  under  it  if  he  has  exercised  reasonable  care. 
The  employee  must  assume  all  the  accidental  and  ordi- 
nary risks  of  his  employment,  and  all  danger  of  injuries 
from  the  acts  of  his  fellow-servants,  so  long  as  they  have 
been  carefully  chosen.     In  the  second  place  they  claim 

"See  61  Conn.,  161;  62  Conn.,  215;  50  Conn.,  457;  77  Conn.,  848; 
57  Conn.,  160;  20  Conn.,  287. 
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that  the  object  of  the  law  is  thwarted  in  practice.  The 
employers  and  the  insurance  companies  are  afraid  of  a 
trial  by  jury,  hence,  when  there  is  a  strong  case  against 
them,  they  let  it  go  by  default  by  failing  to  put  in  an 
appearance  at  the  trial;  and  then,  later,  when  the  judge 
is  ready  to  assess  the  damages,  they  appear  with  counsel 
and  make  a  strong  plea  that  the  amount  be  made  nominal 
only. 

The  labor  union  men  claim  that  the  Connecticut  law 
is  so  weak  and  the  Connecticut  courts  so  accustomed  to 
the  injured  laborer  getting  only  nominal  damages,  that 
whenever  one  of  their  number  is  injured  in  the  service  of 
a  company  that  has  property  in  New  York  or  Massachu- 
setts, they  bring  suit  for  damages  there.  In  these  States, 
they  say,  the  law  is  much  stronger,  and  the  juries  are 
accustomed  to  injured  employees  getting  reasonable  dam- 
ages, and  grant  much  more  than  would  a  Connecticut 
jury  in  the  same  case. 

These  opinions  are  given  for  what  they  are  worth. 
There  is  doubtless  much  truth  in  all  of  them.  On  the 
whole  it  is  plain  that  this  law  is  far  from  filling  the  place 
of  an  employer's  liability  act,  as  it  is  sometimes  erro- 
neously called.  It  seems  to  have  been  enacted  merely  as 
a  palliative  to  those  who  had  so  long  been  demanding 
such  an  act.  In  reality,  as  we  have  seen,  it  gave  them 
nothing  they  had  not  possessed  previous  to  its  enactment. 
There  is  much  need  of  better  provision  for  the  indemni- 
fication of  injured  employees.  They  are  often  bearing 
burdens  beyond  their  means  and  in  excess  of  what  it  is 
economically  best  that  they  bear,  burdens  that  properly 
belong  to  the  industry.  Every  industry,  however  pros- 
perous financially,  is  parasitical  to  the  extent  that  it  fails 
to  make  some  adequate  provision  for  those  injured  in  its 
service.    To  this  extent  it  is  a  tax  upon  society. 


CHAPTER  IV. 


THE  LABORER  S  WAGES. 


The  laws  of  this  chapter  are  concerned  with  securing 
to  the  laborer  the  payment  of  his  wages  without  discount 
or  delay.  They  extend  over  more  than  half  a  century 
and  seem  to  recognize  that  it  is  for  the  welfare  of  society 
as  well  as  that  of  the  workman,  that  he  be  insured  the  full 
and  sure  payment  of  his  wages. 

Preferred  Claimi  of  Laborer. — The  first  law  making 
the  laborer  a  preferred  claimant  in  the  settlement  of  the 
estate  of  an  insolvent  debtor  was  passed  in  1828.  In 
1853  (*^h.  11)  the  laborer  was  made  a  preferred  creditor 
to  the  extent  of  twenty-five  dollars  for  wages  due  from 
the  insolvent  debtor  for  labor  performed  within  six 
months  preceding  the  institution  of  the  proceedings  in 
insolvency.  In  1870  (ch.  104)  the  amount  was  raised 
to  fifty  dollars,  and  in  1876  (ch.  61)  all  limit  on  the 
amount  was  removed.  In  1877  (ch.  50)  all  debts  for 
labor  performed  within  three  months  next  preceding  the 
assignment,  to  the  amount  of  one  hundred  dollars,  were 
made  preferred  claims.  The  law  is  the  same  in  1885 
(ch.  no)  and  in  1902  (G.  S.  sec.  271). 

The  above  laws,  seemingly,  did  not  apply  to  corpora- 
tions. In  1875  (ch.  242)  all  debts  due  any  laborer  or 
mechanic  for  personal  wages  from  any  insolvent  corpora- 
tion, for  labor  performed  within  three  months  preceding 
the  appointment  of  a  receiver  were  made  a  preferred 
claim  to  the  amount  of  one  hundred  dollars.  The  law 
seems  to  have  been  carelessly  omitted  from  the  revision 
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of  1888.  In  1895  (ch.  242)  it  was  re-enacted.  In  1897 
(ch.  40)  the  law  was  extended  to  partnerships,  and  is  the 
same  in  the  revision  of  1902  (G.  S.  sec.  1051). 

The  writer  has  learned  of  no  complaint  against  these 
laws.     Their  justice  seems  to  be  recognized  generally. 

Railroad  Laborers'  Wages  Secured. — Contractors  on 
railroad  construction  work  usually  shift  from  one  contract 
to  another,  and  from  one  state  to  another.  They  have 
no  fixed  place  of  abode  and  usually  their  only  property 
is  their  tools,  teams,  etc.,  which  they  take  with  them. 
For  these  reasons  they  are  apt  to  prove  less  reliable  and 
responsible  employers  of  labor  than  other  contractors. 
To  secure  the  employees  of  such  contractors  it  was  en- 
acted in  1870  (ch.  67)  that  every  railroad  company 
should  require  sufficient  security  from  its  contractors  for 
the  payment  of  all  labor  by  persons  in  their  employ,  and 
that  the  company  should  be  liable  to  the  laborers  if,  within 
twenty  days  after  the  completion  of  their  labor,  they 
should  notify  its  treasurer  in  writing  that  they  had  not 
been  paid  by  the  contractors. 

The  law  is  the  same  to-day  (G.  S.  1902,  sec.  3696). 
It  is  one  of  those  laws  governing  corporations  which  are 
seldom  violated,  but  which,  nevertheless,  it  is  well  to  have 
upon  the  statute  books.  Knowledge  of  the  existence  of 
such  a  law  doubtless  makes  the  railroads  more  careful  in 
the  selection  of  their  contractors;  and  the  law  furnishes 
the  employee  a  security  he  otherwise  would  not  have. 

Discounting  Wages.  —  Before  the  enactment  of  the 
weekly  payment  law  in  1887  it  was  customary  to  pay 
monthly.  Many  of  the  employees  were  poor.  Their 
poverty  and  their  inability  to  get  credit  made  it  necessary 
that  they  secure  their  pay  weekly.  Employers  sometimes 
took  advantage  of  their  necessities  and  charged  them 
exorbitant  rates  of  discount  for  paying  them  before  the 
regular  pay  day.     The  usual  rate  of  discount  was  five 
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per  cent.  The  following  reference  to  this  custom  was 
found  in  The  New  Haven  Evening  Register  of  January 
22,  1886: 

"Senator  Golden's  bill  making  it  an  offense  for  em- 
ployers to  discount  wages  of  employees  between  regular 
pay  days,  is  aimed  at  a  practice  which  has  developed  into 
usury  in  several  towns  in  the  State,  especially  in  Meriden. 
In  factories  where  the  pay  day  is  once  a  month  employers 
have  been  in  the  habit  for  years  of  paying  many  of  their 
men  weekly,  deducting  for  their  trouble,  as  they  allege, 
five  per  cent.  Enormous  profits  are  made  in  this  way, 
and  it  is  to  put  a  stop  to  this  practice  that  the  bill  is 
introduced." 

To  stop  this  pernicious  practice  a  law  was  passed  in 
1886  (ch.  109)  prohibiting  employers  of  labor  from 
making  any  discount  or  deduction  from  the  wages  of 
employees  for  payment  before  the  regular  time.  The 
penalty  for  violation  was  a  fine  of  from  ten  to  one 
hundred  dollars.  The  law  is  the  same  to-day  (G.  S. 
1902,  sec.  4701). 

Exemption  of  Wages  from  Foreign  Attachment. — The 
laws  on  this  subject  have  been  numerous  and  have  ex- 
tended over  a  long  period.  In  1838  (ch.  30)  wages  due 
the  laborer  to  the  amount  of  ten  dollars  were  exempted 
from  attachment  for  debt.  In  1850  (ch.  i)  were  added 
to  this  any  sick  and  infirm  benefits  allowed  by  any  asso- 
ciation for  the  support  of  a  member.  In  1867  (ch.  109) 
wages  due  a  debtor  having  a  family  to  support  to  the 
amount  of  twenty-five  dollars,  and  benefits  from  any 
society  were  exempt,  except  for  debts  for  personal  board. 
In  1869  (ch.  83)  the  exemption  was  the  same  as  in  1867, 
except  that  in  suits  for  house  rent  and  provisions  (and  in 
1872  (ch.  7)  wearing  apparel  and  fuel)  only  ten  dollars 
was  exempt,  and  no  exemption  was  allowed  upon  debts 
for  the  personal  board  of  the  debtor  or  his  family.  In 
1875  (G.  S.  Title  19,  ch.  16,  sec.  13)  a  man  without  a 
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family  is  allowed  an  exemption  of  ten  dollars.^  From 
1867  to  the  passage  of  this  act  the  man  without  a  family 
had  had  no  exemption.  In  1880  (ch.  81)  the  wages  of 
a  minor  child  under  the  age  of  twenty-one  years  were 
exempted  to  the  amount  of  ten  dollars,  except  for  the 
personal  board  of  the  minor  or  his  parent,  and  in  1883 
(ch.  55)  such  wages  were  exempted  wholly,  when  the 
child  was  living  apart  from  the  parent.  In  1882  (ch.  59) 
it  was  provided  that  three  dollars  only  should  be  ex- 
empted upon  debts  for  personal  board  furnished  the 
debtor  or  his  family.  In  1887  (ch.  132),  under  the 
influence  of  the  Knights  of  Labor,  the  amount  of  exemp- 
tion was  raised  to  fifty  dollars,  including  wages  due  any 
minor  child  under  the  age  of  twenty-one  years.  In  1895 
(ch.  342)  debts  for  the  personal  board  of  the  defendant 
were  excepted  from  this  exemption,  but  all  moneys  due 
on  insurance  policies  on  property  exempt  from  attach- 
ment and  execution  were  exempted.  In  1903  (ch.  95) 
the  amount  of  exemption  was  reduced  to  twenty-five 
dollars.  The  present  law  (1905,  ch.  195)  exempts  wages 
to  the  amount  of  twenty-five  dollars,  including  the  wages 
of  any  minor  child,  except  on  debts  for  the  personal 
board  of  the  defendant,  where  there  is  no  exemption  if 
the  complaint  sets  forth  the  true  cause  of  action  and  the 
amount  due.  It  exempts  also  sick  and  infirm  benefits 
allowed  by  any  association  in  this  State  to  a  member 
unable  to  attend  to  his  usual  business,  and  all  moneys 
due  on  insurance  policies  on  property  exempt  from  at- 
tachment and  execution. 

The  subject  of  attachment  of  wages  has  always  com- 
manded much  attention  in  Connecticut.  For  many  years 
there  has  been  scarcely  a  legislature  in  which  from  one 
to  nine  bills  dealing  with  this  subject  have  not  been  intro- 

*  The  writer  has  not  found  the  date  of  the  enactment  of  this  law. 


533]  Labor  Legislation  of  Connecticut  121 

duced.  The  merchants  and  landlords  have  opposed  the 
exemption  of  the  laborer's  wages  from  attachment,  claim- 
ing that  it  renders  the  collection  of  his  debts  impossible 
and  encourages  him  to  contract  debts  he  has  no  means 
or  intention  of  paying.  They  say  it  is  only  right  that 
the  laborer  should  be  required  to  pay  his  debts,  and  that 
the  creditor  should  have  the  means  of  enforcing  him  to 
pay  them.  This  argument  seems  good,  but  there  is 
another  side  to  the  case.  Imprisonment  for  debt  is  a 
thing  of  the  past.  It  has  long  been  recognized  that  it  is 
best  for  society,  and  in  general  for  creditors,  that  the 
debtor  be  not  deprived  of  the  means  of  earning  a  liveli- 
hood. He  must  live  and  work  in  order  to  pay  his  debts. 
Then,  too,  it  has  been  recognized  that  the  creditor  should 
be  held  partly  responsible  for  the  bad  debts  of  the  debtor. 
For  these  reasons  bankruptcy  laws  have  been  passed 
which  exempt  from  execution  a  certain  amount  of  the 
property  of  the  insolvent.  These  laws,  however,  are  of 
little  benefit  to  the  workman  whose  only  property  is  his 
labor  and  whose  only  income  is  his  wages.  For  him, 
further  protection  is  needed.  This  is  found  in  the  law 
exempting  his  wages  from  attachment.  Even  with  this 
exemption  he  is  less  well  protected  than  the  merchant  or 
the  capitalist.  Without  this  exemption  the  workman 
would  be  encouraged  to  go  into  debt  and  his  transactions 
soon  would  be  reduced  to  a  credit  basis  with  all  its  evils. 
He  would  lose  his  independence  and  his  habits  of  saving. 
Instead  of  reducing  the  number  of  his  debts,  he  would 
contract  more.  The  credit  system  would  take  the  place 
of  the  cash  system,  shiftlessness  and  extravagance  would 
take  the  place  of  thrift  and  economy,  and  in  the  end  both 
merchant  and  customer  would  suffer  from  the  change. 
Manufacturers  usually  have  favored  these  exemptions, 
and  many  of  them  have  favored  making  them  more 
sweeping.     They  see  the  advantages  of  a  cash  system  to 
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their  working  people.  The  practice  of  factorizing  was 
quite  common  before  the  enactment  of  the  weekly  pay- 
ment bill  in  1887.  Speaking  of  its  extent  in  1886,  Com- 
missioner Hadley,  of  the  Bureau  of  Labor  Statistics, 
says: 

"The  system  of  factorizing  does  not  prevail  in  Con- 
necticut to  the  extent  which  it  did  some  years  ago.  .  .  . 
It  is  probable  that  the  number  of  cases  of  factorizing 
annually  amounts  to  about  5,000,  while  the  cases  of  as- 
signment of  wages,  as  indicated  by  our  storekeeper's 
returns,  are  very  much  more  numerous, — not  improbably 
from  ten  to  fifteen  thousand  in  all."^ 

Often  in  these  attachment  suits  the  costs  amounted  to 
as  much  or  more  than  the  amount  sued  for.  In  1882 
(ch.  24)  it  was  provided  that  in  such  suits  the  plaintiff 
should  not  recover  of  the  defendant,  as  costs,  a  sum 
exceeding  one-half  of  the  amount  of  damages  recovered 
in  the  action  (G.  S.  1902,  sec.  777). 

In  1885  (ch,  80)  it  was  enacted  that  no  costs  should 
be  taxed  in  favor  of  the  plaintiff  unless  a  demand  was 
made  upon  the  defendant  for  payment  not  more  than 
thirty  days  nor  less  than  three  days  prior  to  the  bringing 
of  such  action.  The  law  is  the  same  to-day  (G.  S.  1902, 
sec.  774). 

Assignment  of  Wages.  —  The  exemption  of  wages 
from  attachment  was  not  sufficient  to  do  away  with  the 
evils  of  the  credit  system.  The  laborer  could  assign  his 
future  earnings  to  the  merchant  from  whom  he  wished 
to  buy  goods  on  credit,  or  to  the  money  lender  whom  he 
wished  to  advance  him  money.  By  the  mock  assignment 
of  his  wages  to  a  friend  an  unscrupulous  laborer  could 
escape  entirely  the  payment  of  his  debts.  Wages  were 
assigned  for  all  of  these  purposes.  In  1886,  as  we  have 
seen,  the  number  of  cases  of  assignment  was  estimated 


Report  Conn.  Bureau  of  Labor  Statistics,  1886,  p.  Iv. 
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to  be  over  five  thousand.  The  evil  existed  to  a  consider- 
able extent  in  many  places  at  that  time,  and  its  effect  was 
"thoroughly  bad  in  every  respect."^ 

To  stop  these  evils  laws  were  passed  regulating  the 
assignment  of  wages.  The  first  law  (1874,  ch.  12)  re- 
quires that  assignments  of  future  earnings  to  be  valid 
must  be  recorded  in  the  town  clerk's  office  within  forty- 
eight  hours  after  the  assignment  shall  have  been  executed. 
In  1876  (ch,  25)  the  law  of  1874  was  repealed,  and  it 
was  enacted  that  no  assignment  of  future  earnings  should 
prevent  their  being  attached,  unless  it  was  recorded  before 
the  service  of  process  upon  the  garnishee.  This  in  turn 
was  replaced  by  the  act  of  1878  (ch.  4)  which  provided 
that  to  be  valid  against  an  attaching  creditor  the  assign- 
ment must  be  to  secure  a  bona  fide  debt  then  due,  the 
amount  of  which  should  be  stated,  and  the  term  for  which 
the  earnings  were  assigned  be  definitely  limited,  and  the 
assignment  be  recorded  before  such  attachment.  This 
law  was  repealed  in  1905,  by  an  act  (ch.  78)  which  pro- 
vides that  no  assignment  of  future  earnings  made  as 
security  for  a  loan  or  other  indebtedness  shall  be  valid 
unless  the  amount  of  such  indebtedness,  the  rate  of  in- 
terest to  be  charged  thereon,  and  the  term  for  which  such 
earnings  are  assigned  shall  be  definitely  limited  in  the 
assignment,  nor  unless  the  assignment  shall  bear  a  dated 
certificate  of  acknowledgment  of  the  assignor  made  be- 
fore a  proper  authority.  To  be  valid  against  an  attaching 
creditor  it  must  also  be  recorded  in  the  town  clerk's  office 
before  such  attachment.  There  is  a  penalty  of  twenty- 
five  dollars  for  intentionally  dating  wrongly  a  certificate 
of  acknowledgment. 

Weekly  Payment  of  Wages. — The  laws  against  fac- 
torizing of  wages,  regulating  the  assignment  of  wages, 
and  prohibiting  the  discounting  of  wages  were  all  bene- 

^  Report  Conn.  Bureau  of  Labor  Statistics,  1886,  p.  Iviii. 
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ficial,  but  they  did  not  get  at  the  root  of  the  problem. 
Their  object  was  the  destruction  of  the  credit  system,  yet 
they  failed  to  make  the  cash  system  possible  for  many 
of  the  laborers  of  the  State.  A  large  number  of  these 
were  foreigners.  They  had  come  here  without  money  or 
property.  They  must  of  necessity  live  from  hand  to 
mouth.  For  them  a  cash  system  was  impossible  unless 
it  was  coupled  with  frequent  payment  of  wages.  If  they 
paid  cash  they  must  get  cash.  The  storekeeper  was  forced 
to  do  a  credit  business  because  his  customers  had  no  cash 
with  which  to  pay. 

By  1885  the  evils  of  the  credit  system  had  come  to  be 
recognized  generally.  As  a  solution  of  these  evils  and 
as  a  means  of  bringing  about  the  cash  system  the  Knights 
of  Labor  proposed  the  weekly  payment  of  wages  and 
began  a  vigorous  agitation  for  the  enactment  of  a  weekly 
payment  law.  The  demand  for  weekly  payments  was 
extensive,^  and  public  opinion  was  largely  in  favor  of 
such  payments.  The  following  table  shows  the  relative 
extent  of  weekly,  fortnightly  and  monthly  payments  in 
1886.  As  the  investigation  did  not  cover  all  the  estab- 
lishments in  the  State  these  figures  can  be  taken  only  as 
approximately  representative : 

Time  of  Payment  of  Wages  in  1886  by  Percentage  of  Employees." 

Total 

Employees.  Men.  Women.  Children. 

Weekly     38.4  41. 1  34.1  27.1 

Fortnightly    14.8  12.8  18.0  9.6 

Monthly     41.0  40.3  42.7  62.0 

Mixed  or  unspecified      5.8  5.8  5.2  1.3 

Total  loo.o  loo.o  loo.o  loo.o 

According  to  this  table  38.4  per  cent,  of  the  employees 
in  the  manufacturing  industries  of  the  State  were  being 

*  Report  Conn.  Bureau  of  Labor  Statistics,  1885,  p.  73. 
^  Ibid.,  1886,  Appendix,  pp.  4,  S,  20,  21. 
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paid  weekly  in  1886.  Weekly  payments  were  less  com- 
mon in  the  case  of  women  and  children  than  in  the  case 
of  men.  This  was  due  to  their  extensive  employment  in 
the  textile  industries,  which  were  slow  to  give  up  long 
hours,  child  labor,  and  monthly  payments.  Thus,  we  see 
that  the  movement  toward  weekly  payments  was  quite 
strong  before  the  passage  of  the  weekly  payment  law  in 
1887.  But,  notwithstanding  the  strength  of  the  move- 
ment and  the  fact  that  most  of  the  employers  who  had 
adopted  this  method  of  payment  were  highly  pleased  Vv^ith 
it,  there  were  many  who  questioned  the  desirability  of 
making  weekly  payments  compulsory  by  legislative  en- 
actment. Most  prominent  of  these  was  Commissioner 
Hadley,  of  the  Bureau  of  Labor  Statistics.  A  large  part 
of  his  report  for  the  year  1886  was  devoted  to  the  ques- 
tion of  weekly  payments.  Because  of  his  accepted  ability, 
and  the  thorough  and  fairminded  manner  in  which  he 
treated  the  subject,  some  space  will  be  given  to  a  review 
of  his  discussion  of  it. 

Commissioner  Hadley  fully  recognized  the  evils  of  the 
credit  system.  He  showed  that  prices  v/ere  uniformly 
higher  at  the  credit  stores.  He  showed,  also,  that  factor- 
izing, assignments,  company  stores,  the  credit  system,  and 
bad  debts  were  most  common  where  there  was  the  largest 
per  cent,  of  monthly  payments.  He  recognized  that  the 
cash  system  was  necessary  to  destroy  these  evils  and  to 
secure  the  independence  of  the  workmen.  He  saw  the 
necessity  of  frequent  payments ;  the  question  was  how  they 
should  be  secured — whether  by  legislative  enactment,  or 
through  the  initiative  and  demands  of  the  workmen.  He 
first  examines  the  popular  arguments  advanced  against 
enforcing  weekly  payments  by  law.  There  were  three  of 
these : 

I.  It  is  an  unjustifiable  interference  with  freedom  of 
contract. 


126  American  Economic  Association  [538 

2.  In  many  cases  it  is  impracticable,  and  it  involves 
such  additional  inconvenience  or  expense  as  to  render  it 
undesirable, 

3.  It  is  not  demanded  by  the  better  class  of  workmen 
and  it  would  be  an  injury  to  the  others. 

These  arguments  are  answered  thus : 

1.  It  is  an  interference  with  the  freedom  of  contract, 
but  it  is  not  on  that  account  unprecedented.  ''There  is 
no  subject  with  which  the  law  habitually  interferes  more 
than  with  the  manner  of  the  enforcement  of  contracts." 

2.  The  cases  where  weekly  settlements  are  impractica- 
ble because  of  the  unfinished  state  of  the  work  are  the 
exception.  Piece-work  does  not  render  weekly  payment 
impossible.  Such  payments  are  more  frequent  in  those 
establishments  which  have  a  majority  of  piece  hands. 
Weekly  payments  do  involve  an  additional  expense  in 
making  out  weekly  pay-rolls.  The  employer,  too,  may 
experience  some  difficulty  in  maintaining  a  cash  reserve, 
but  "the  loss  to  the  workman  from  inability  to  pay  cash 
at  the  store  is  far  heavier  than  any  accommodation  which 
his  employer  would  have  to  pay  for  the  use  of  the  cash." 
It  is  not  public  policy  to  encourage  concerns  which  cannot 
pay  cash. 

3.  While  the  best  workmen  may  not  desire  or  need  to 
draw  their  wages  oftener  than  once  a  month,  "it  is  quite 
different  with  the  man  who  is  just  beginning  to  save,  or 
with  him  whose  savings  have  been  temporarily  reduced 
by  sickness."  While  weekly  payments  are  of  no  use  to 
the  best  workmen  and  may  be  worse  than  useless  to  the 
worst  workmen,  to  the  large  body  who  are  neither  excep- 
tionally good  nor  exceptionally  bad  weekly  payments  are 
a  positive  advantage.  These  want  cash  payment  and 
want  it  for  good  reasons.  To  this  class  belongs  the  large 
number  of  women  workers,  who  suffer  most  from  the 
credit  system  and  to  whom  cash  payment  is  not  a  matter 
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of  indifference.  They,  as  a  rule,  are  paid  monthly.  ''Ar- 
guments which  apply  only  to  a  few  of  the  best  or  a  few  of 
the  worst  workmen  distinctly  do  not  apply  to  the  women 
as  a  body."*^ 

Commissioner  Hadley,  having  disposed  of  these  popu- 
lar objections  to  a  weekly  payment  law,  says  that  on  the 
whole  the  system  of  weekly  payment  has  been  sufficiently 
tried  to  prove  it  practicable  and  sufficiently  successful  to 
prove  it  desirable.  That  out  of  deference  to  public  opin- 
ion weekly  payment  is  becoming  more  common,  but  that 
public  opinion  is  too  slow,  and  we  must  resort  to  legal 
methods.  We  may  either  (i)  prescribe  the  manner  of 
payment  on  the  part  of  the  employer,  or  (2)  take  away 
the  power  of  collecting  debts  on  the  part  of  the  store- 
keeper.    Continuing,  he  says : 

"The  general  effect  would  be  the  same  from  whichever 
end  we  begin.  If  we  compel  the  employer  to  pay  cash, 
we  enable  the  store-keeper  to  charge  cash.  ...  If,  on  the 
other  hand,  we  render  it  impossible  for  the  store  to  collect 
bad  debts  we  necessarily  make  it  unsafe  to  give  credit  in 
a  great  many  instances  where  it  is  now  granted.  We 
thus  force  the  stores  to  charge  cash  for  so  large  a  part 
of  their  business  as  to  make  it  indispensable  for  the  em- 
ployer to  pay  cash.  In  the  long  run,  the  abolition  of  laws 
for  the  collection  of  debts  would  have  the  same  effect 
as  the  enactment  of  laws  compelling  the  employers  to  pay 
cash."^ 

"On  the  whole  we  believe  that  the  result  would  be 
better  reached  by  doing  away  with  laws  for  the  collection 
of  debt  than  by  prescribing  particular  times  and  manner 
of  payment."  .  .  .  "If  you  compel  the  manufacturer 
to  pay  weekly  where  the  workman  does  not  avail  himself 
of  the  advantage,  you  produce  the  evil  effects  of  the 
change  without  the  good  ones.     If,  on  the  other  hand, 

'"  .  .  .  Leaving  out  cases  of  mixed  payment, — a  minority  of 
men,  a  majority  of  women  and  a  two-thirds  majority  of  children 
are  paid  monthly." — Conn.  Bureau  of  Labor  Statistics,  1886,  p.  xv. 

'  Report  Conn.  Bureau  of  Labor  Statistics,  1886,  p.  li. 
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you  force  the  employer  indirectly  into  the  change  by 
teaching  the  workman  to  demand  it,  you  make  sure  that 
the  change  shall  be  really  effective.  .  .  .  If  we  at- 
tempted to  legislate  exactly  how  or  when  the  payment 
should  be  made  the  serious  exceptions  which  would  arise 
would  so  strain  the  law  as  to  be  a  serious  bar  to  its 
enforcement." — Ibid.,  p.  Hi. 

Then  a  weekly  payment  law  in  the  opinion  of  constitu- 
tional lawyers  could  only  reach  corporations,  while 
monthly  payments  are  most  common  among  small  con- 
cerns. "Such  a  law  would,  therefore,  act  with  an  in- 
equality which  w^ould  endanger  its  general  effectiveness. 
An  attempt  to  produce  the  same  result  indirectly,  by 
doing  away  with  factorizing  and  assignment  of  wages, 
would  strike  everybody  alike;  and  it  would  have  the  addi- 
tional advantage  that  it  would  undoubtedly  be  within  the 
competence  of  the  State  and  not  be  subject  to  the  resist- 
ance which  any  law  has  to  meet  whose  constitutionality 
is  seriously  doubted." — Ibid. 

What  answer  shall  we  make  to  Commissioner  Hadley's 
argument;  was  his  plan  a  feasible  one?  The  greatest 
possible  freedom  of  action  should  be  reserved  to  the  indi- 
vidual, and  legislative  restriction  should  be  adopted  only 
as  a  last  resort.  As  has  been  shown,  the  movement  to- 
ward weekly  payments  was  strong  before  the  passage  of 
the  compulsory  law.  At  most  the  law  only  hastened  the 
movement  and  made  it  more  general.  Could  the  same 
results  have  been  attained  in  the  manner  suggested  by 
Commissioner  Hadley?  In  pursuance  of  such  a  plan  it 
would  have  been  necessary,  first,  to  have  exempted  all 
wages  from  attachment  for  debt,  to  have  prohibited  all 
assignment  of  wages,  and  to  have  stopped  all  discounting 
of  wages.  This  would  have  required  as  much  legislation 
as  a  weekly  payment  law  and  such  laws  would  have  been 
more  difficult  of  enforcement.  The  collection  of  a  debt 
from  a  workman  would  have  been  impossible.  Thus  a 
premium  would  have  been  placed  upon  dishonesty.  Then 
the  change  to  weekly  payments  would  have  been  more 
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slow  and  less  general,  and,  in  the  opinion  of  the  writer, 
would  have  been  attended  with  even  greater  hardships 
upon  the  workmen.  Under  such  a  scheme  many  employ- 
ers would  not  have  adopted  weekly  payments  until  they 
were  demanded  by  the  workmen.  Experience  has  shown 
that  it  is  not  safe  for  workmen  to  make  such  demands. 
Such  a  plan  probably  would  have  caused  an  increase  in 
the  number  of  company  stores,  instead  of  a  decrease,  as 
has  been  the  case  under  the  weekly  payment  law.  To 
deprive  the  laborer  of  his  right  to  assign  his  future  earn- 
ings or  to  discount  his  wages  is  as  truly  an  infringement 
of  the  freedom  of  contract  as  is  compulsory  weekly  pay- 
ment. 

In  the  legislature  of  1886  there  were  several  members 
who  belonged  to  the  Knights  of  Labor.  ^  They  exerted  a 
marked  influence  in  support  of  labor  legislation.^  A 
number  of  bills  were  carried  through  the  House  success- 
fully only  to  be  rejected  by  the  Senate.  One  of  these  was 
the  weekly  payment  bill.  It  evoked  much  discussion  in 
the  House,  and  called  forth  many  amendments.  These 
were  all  rejected  and  the  bill  was  passed  by  a  vote  of  126 
to  79.  The  Senate  failed  to  concur  and  the  bill  was 
defeated. ^*^  The  Democratic  party  in  its  platform  of 
1886  pledged  support  to  the  weekly  payment  bill  and 
other  labor  measures. ^^  The  bill  was  passed  by  the  next 
legislature. 

This  law  (1887,  ch.  67)  provides,  (sec.  i)  that  corpor- 
ations shall  pay  their  employees  once  a  week,  and  without 
discount,  all  wages  earned  and  unpaid  up  to  the  eighth 
day  preceding  the  day  of  payment.      Section  two  ex- 


*  Report  Conn.  Bureau  of  Labor  Statistics,  1902,  p.  346. 
°  New  Haven  Evening  Register,  July  29,  1886,  p.  i ;  Representative 
T.  H.  Kehoe,  of  Legislature  of  1886. 
"  New  Haven  Evening  Register,  April  i,  1886. 
"  Ibid.,  September  28,  1886. 
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empts  from  this  requirement  any  corporation  which  shall 
pay  to  its  employees  weekly  eighty  per  cent,  of  the  esti- 
mated wages  earned  and  unpaid  before  the  eighth  day 
preceding  the  day  of  payment,  and  shall  pay  in  full  once 
each  month,  and  shall  give  notice  of  the  same  in  its 
printed  rules  and  regulations.^-  The  penalty  for  viola- 
tion was  fixed  at  fifty  dollars.  The  law  is  the  same  in  the 
revision  of  1902  (sees.  4695-4697). 

The  law  hastened  the  movement  toward  general  weekly 
payments.  The  plan  gained  in  favor  and  soon  most  of 
the  corporations  of  the  State  were  complying  with  the 
law.  In  1886  the  percentage  of  employees  being  paid 
monthly  was  41,  while  in  1892  it  was  only  10.49.  During 
the  same  time  the  percentage  of  those  paid  bi-weekly  de- 
creased from  14.8  to  7.93.  But  it  is  the  great  increase  in 
the  percentage  of  employees  paid  weekly  that  shows  the 
probable  effect  of  the  law.  This  number  increased  from 
38.4  per  cent,  in  1886  to  81.58  per  cent,  in  1892.^^  The 
following  table  shows  the  development  of  the  movement 
in  percentages  of  establishments : 

"  The  notice  proviso  in  the  weekly  payment  law  was  inserted  for 
the  purpose  of  allowing  establishments  that  paid  by  the  piece  and  in 
which,  owing  to  the  character  of  the  product,  it  would  be  very 
inconvenient  to  ascertain  the  exact  amount  of  work  done  each  week, 
to  base  their  weekly  payment  on  an  estimate.  "But  few  concerns  in 
the  State  avail  themselves  of  the  80  per  cent,  clause  as  the  law 
intends.  As  a  rule  they  prefer  to  make  extra  exertions  to  ascertain 
the  exact  amount  due  weekly,  and  thus  save  the  trouble  incidental 
to  having  five  pay  days  a  month.  When  the  law  first  went  into  effect 
notices  were  posted  in  a  number  of  factories  stating  that  employees 
who  desired  80  per  cent,  of  their  wages  could  secure  the  money  by 
notifying  the  office.  .  .  .  The  employees  were  not  always  satisfied 
that  a  request  for  80  per  cent,  a  week  would  not  militate  against  the 
permanence  of  their  employment,  the  notices  were  defaced  or  torn 
down,  no  effort  was  made  to  replace  them,  and  as  a  rule  the  estab- 
lishments continued  on  a  monthly  payment  basis." — Report  Conn. 
Bureau  of  Labor  Statistics,  1893,  p.  56. 

"  Report  Conn.  Bureau  of  Labor  Statistics,  1893,  p.  45. 
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Methods  of  Payment  in  Percentages  of  Establishments." 

i860.  1880.  1892. 

Weekly    26.54  32.18  69.79 

Bi-weekly    5.50  9.96  9.50 

Monthly    52.75  53.77  18.88 

Irregular    15.21  4.09  1.83 


The  weekly  payment  law  only  applied  to  corporations. 
Most  of  these  complied  with  the  law  at  once.  Some, 
however,  did  not.  They  evaded  the  law  by  requiring 
their  employees  who  desired  to  be  paid  weekly  to  notify 
them  or  to  leave  their  names  at  the  office.  Hands  who 
availed  themselves  of  this  privilege  were  notified,  when  a 
dull  season  came,  that  their  services  were  no  longer 
needed.  The  fear  to  ask  for  weekly  payments  at  once 
became  general.  The  employers  excused  themselves  for 
not  complying  with  the  law  by  saying  their  employees 
did  not  desire  weekly  payments.  Investigation  showed 
that  the  employees  did  want  their  pay  weekly.^^ 

In  1892  71.94  per  cent,  of  the  employees  of  the  State 
were  employed  in  incorporated  establishments,  and  28.06 
per  cent,  in  establishments  that  were  not  incorporated. 
Of  those  employed  in  incorporated  establishments  91.18 
per  cent,  were  paid  weekly,  3.39  per  cent,  bi-weekly,  and 
5.43  per  cent,  monthly.  Of  those  employed  in  establish- 
ments not  incorporated  56.98  per  cent,  were  paid  weekly, 
19.54  per  cent,  bi-weekly,  and  23.48  per  cent,  monthly.^^ 
Thus  we  see  that  in  1892  weekly  payments  were  the 
rule  in  incorporated  establishments  and  were  quite  com- 
mon in  other  establishments.  However,  8.82  per  cent, 
of  the   incorporated   establishments   were   violating   the 


"  Ibid.,  p.  93. 

"Reports  Conn.  Bureau  of  Labor  Statistics,  1888,  pp.  20-25;  i890> 
p.  30. 
''  Ibid.,  1893,  p.  48. 
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law  still.  This  number  has  gradually  decreased  and  at 
present  practically  all  corporations  and  most  of  the  com- 
panies pay  weekly.  But  there  are  still  a  few  corporations 
that  openly  violate  the  law.  It  is  the  business  of  no 
officer  to  enforce  the  law  and  the  employee  is  not  in  a 
position  to  cause  its  enforcement. 

The  constitutionality  of  the  weekly  payment  law  was 
tested  in  1897.  It  was  claimed  that  it  was  "class  legisla- 
tion of  the  most  flagrant  kind,"  and  that  it  impaired  the 
obligations  of  contract.  The  Court^^  held  that  the  statute 
applies  to  every  corporation  employing  labor,  and  cannot 
therefore  be  said  to  discriminate  against  any  class  or 
classes  of  corporations;  that  these  corporations  exist 
solely  by  virtue  of  permission  of  the  legislature,  and  have 
only  such  rights  as  it  gives  them;  that  their  rights  and 
freedom  are  not  co-extensive  with  those  of  individuals; 
that  the  question  whether  expediency  or  public  policy 
demands  such  legislation  is  one  for  the  legislature  to 
determine;  but  that  ''where  the  agreed  compensation  is 
for  piece  work,  so  called,  and  not  an  agreed  rate  per  day, 
.  the  law  cannot  be  said  to  have  any  practical 
application." 

The  extra  cost  of  making  weekly  payments  may  have 
had  a  slight  tendency  to  reduce  wages,  but  any  such 
reduction  in  wages  was  overbalanced  by  the  increased 
purchasing  power  under  the  cash  system.  Company 
stores  and  the  credit  system  decreased  in  about  the  ratio 
that  weekly  payments  increased.  Weekly  payments  and 
the  exemption  of  a  part  of  the  wages  from  attachment 
have  practically  abolished  the  factorizing  of  wages.  The 
exemption  covers  more  than  a  week's  wages.  It  has  also 
very  largely  done  away  with  the  necessity  for  the  assign- 


"  Rice  V.  Lozier  Manufacturing  Co.,  Court  of  Common  Pleas  for 
Hartford  County. — Report  Conn.  Bureau  of  Labor  Statistics,  1897, 
p.  229. 
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ment  or  the  discounting  of  wages. ^^  In  its  effect  it  has 
been  one  of  the  best  laws  ever  enacted  in  the  interests  of 
the  laboring  classes. 

Mechanic's  Lien. — The  legislation  on  this  subject  is 
voluminous  and  extends  over  a  long  period,  but  it  has 
never  been  very  important  so  far  as  the  ordinary  laborer 
is  concerned.  Contractors  and  those  who  have  furnished 
materials  have  resorted  to  these  laws  most  frequently. 

In  1836  (ch.  76)  it  was  enacted  that  whenever  the  sum 
due  for  the  services  rendered  or  the  materials  furnished 
by  any  mechanic,  on  any  building  in  any  incorporated  city 
in  the  State  should  exceed  the  sum  of  two  hundred  dol- 
lars, the  same  should  be  a  privileged  lien  on  such  building 
and  the  land  on  which  it  stood.  In  1838  the  provisions 
of  this  law  were  extended  to  include  all  buildings  in  any 
town;  and,  in  1839  (ch.  29),  the  provisions  of  the  act 
were  extended  to  the  claims  of  sub-contractors  for  labor 
or  labor  and  materials  furnished,  whenever  such  claims 
should  exceed  the  sum  of  fifty  dollars.  An  act  of  1849 
(ch.  33)  gave  any  person  a  lien  for  any  claim  over 
twenty-five  dollars,  for  services  rendered  or  materials 
furnished  in  the  construction  of  any  building.  In  1855 
(ch.  76)  a  lien  could  be  claimed  for  materials  furnished 
or  services  rendered  "on  the  construction,  erection,  oi; 
repairs"  of  any  building  "or  of  any  of  its  appurtenances." 
In  1 87 1  (ch.  137)  claims  for  services  rendered  or  mate- 
rials furnished  in  the  building  of  any  railroad  were  made 
a  lien  upon  the  railroad  and  its  property;  and  in  1872 

"  "Another  very  beneficial  effect  of  paying  wages  weekly  is  the 
abolition  of  the  practice  of  charging  a  commission  for  advances  be- 
tween monthly  pay  days.  Five  per  cent,  and  in  some  instances  ten 
per  cent,  and  more  was  often  charged  for  installments  of  wages 
earned  but  not  due,  and  the  necessities  of  workingmen  often  com- 
pelled them  to  consent  to  almost  any  discount  in  order  that  they 
might  have  ready  money.  The  adoption  of  the  weekly  payment 
system  always  deprives  this  practice  of  any  excuse  for  its  exist- 
ence."— Report  Conn.  Bureau  of  Labor  Statistics,  1893,  p.  44. 
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(ch.  7)  claims  exceeding  the  sum  of  twenty  dollars  for 
materials  furnished  or  services  rendered  in  the  construc- 
tion or  repair  of  any  vessel  were  made  a  privileged  lien 
(except  as  to  claims  for  mariner's  services)  on  such  ves- 
sel and  its  appurtenances.  In  1897  (ch.  54)  claims  of 
over  ten  dollars  for  materials  furnished  or  services  ren- 
dered in  the  "construction,  raising,  removal  or  repairs" 
of  any  building  were  made  liens  on  such  building  and  the 
ground  on  which  it  stood.  The  same  provision  is  found 
in  the  General  Statutes  of  1902  (sec.  4135). 

In  the  case  of  mechanic's  liens  on  buildings  and  rail- 
roads, all  the  above  laws  provided  that  such  lien  should 
not  hold  longer  than  sixty  days  after  the  materials  were 
furnished  or  the  services  rendered  unless  the  person  fur- 
nishing such  materials  or  services  had  filed  with  the  town 
clerk  a  certificate  of  his  claim.  In  the  case  of  vessels  the 
certificate  must  be  filed  within  ten  days  after  the  person 
claiming  the  lien  had  ceased  to  furnish  materials  or 
render  services.  A  lien  (1881,  ch.  148)  continues  in 
force  no  longer  than  two  years,  unless  within  that  time 
action  for  foreclosure  is  commenced. 

In  the  numerous  laws  passed  on  this  subject  since  1836 
the  mechanic  has  been  allowed  to  claim  a  lien  for  smaller 
and  smaller  amounts.  In  1836  he  could  not  claim  a  lien 
if  the  amount  of  his  claim  did  not  exceed  two  hundred 
dollars ;  at  present  he  may  claim  a  lien  for  any  sum  over 
ten  dollars.  The  preference  given  the  claims  of  the  me- 
chanic over  those  of  other  creditors,  by  the  mechanic's 
lien  laws,  is  similar  to  that  given  the  claims  of  the  laborer 
in  the  settlement  of  the  estate  of  an  insolvent  debtor  and 
is  justified  in  the  same  way.  The  mechanic,  as  the 
laborer,  lives  largely  from  hand  to  mouth  and  it  is  for 
the  best  interests  of  society  that  he  should  not  have  to 
suffer  or  become  a  burden  on  others  because  of  failure 
to  secure  the  prompt  and  full  payment  of  his  wages. 


CHAPTER  V. 

BOYCOTTING  AND  BLACKLISTING. 

The  Antp-Conspiracy  Acts. — The  anti-conspiracy  law 
was  first  enacted  in  1877.  Previous  to  this,  however,  in 
1864  (ch.  57)  there  was  passed  an  act  which  paved  the 
way  for  it.  This  act  provided  that  every  person  who  by 
himself,  or  in  combination  with  others,  should  threaten, 
or  use  any  means  to  intimidate,  any  workman  in  the 
employ  of  any  person  or  corporation  to  cause  him  to 
leave  such  employ  should  be  punished  by  a  fine  of  one 
hundred  dollars  or  imprisonment  for  six  months,  or  both. 
In  the  revision  of  1875  (G.  S.  Title  20,  ch.  6,  sec.  14) 
that  part  of  the  act  which  refers  to  a  "combination  with 
others"  is  omitted.  The  act  does  not  appear  in  the  re- 
vision of  1888. 

The  act  of  1877,  from  which  has  developed  the  present 
conspiracy  law,  "doubtless  had  its  origin  in  the  appre- 
hension which  prevailed  throughout  the  country  at  the 
time  and  soon  after  the  trouble  on  the  Pennsylvania 
Railroad,  during  which  there  was  such  an  immense  de- 
struction of  property  at  Pittsburg."^  Like  similar  laws 
enacted  by  other  States  at  this  time,  on  the  same  subject, 
it  provided  punishment  for  acts  such  as  the  striking 
engineers  and  employees  on  some  roads  had  been  guilty 
of,  by  heavy  fine  and  imprisonment.  The  bill  called  forth 
but  little  comment  by  the  papers  and  was  seemingly  con- 
sidered a  measure  of  minor  importance  by  the  legislature. 

The  act  (ch.  yy)  contains  five  sections.  Sections  one, 
two,  three,  and  five  impose  heavy  penalties  upon  any 

^  State  V.  Glidden,  55  Conn.  69. 
547]  135 
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employee  of  a  railroad,  who,  in  pursuance  of  an  agree- 
ment with  others  for  the  purpose  of  the  furtherance  of 
any  dispute  between  such  corporation  and  its  employees, 
shall  stop,  delay,  injure,  obstruct  or  abandon  any  loco- 
motive or  train  of  cars  of  such  corporation ;  or  who  shall 
be  guilty  of  gross  carelessness  or  neglect  in  the  manage- 
ment or  control  of  the  same ;  or  who  shall  refuse  to  aid  in 
moving,  loading  or  discharging  the  cars  of  another  cor- 
poration, in  dispute  with  its  employees. 

Section  four  is  the  one  from  which  our  present  law 
came.    It  provides  that: 

any  person  who  alone  or  in  combination  with  others, 
in  furtherance  of  a  dispute  between  a  gas,  telegraph,  or 
railroad  corporation  and  its  employees,  shall  "use  violence 
towards,  or  intimidate  any  person  in  any  way  or  by  any 
means,  with  intent  thereby  to  compel  such  person  against 
his  will  to  do,  or  to  abstain  from  doing,  any  act  which 
such  person  has  a  legal  right  to  do  or  abstain  from  doing ; 
or  shall  induce  or  endeavor,  or  attempt  to  induce  such 
person  to  leave  the  employ  and  service  of  such  corpora- 
tion by  bribery,  or  in  any  manner  or  by  any  means,  with 
intent  thereby  to  further  the  objects  of  such  combination 
or  agreement :  or  shall  in  any  way  interfere  with  such 
person  while  in  the  performance  of  his  duty  on  the  prem- 
ises of  such  corporation :  or  shall  threaten  or  persistently 
follow  such  person  in  a  disorderly  manner  or  injure  or 
threaten  to  injure  his  property  with  said  intents,  or  either 
of  them,  shall,  upon  conviction,  be  liable  to  a  fine  not 
exceeding  three  hundred  dollars,  or  imprisonment  in  the 
county  jail  not  exceeding  three  months." 

The  act  of  1877  was  repealed  the  following  year 
(1878,  ch.  92).  Section  one  of  the  new  law  which 
replaced  it  imposes  a  penalty  of  one  hundred  dollars  or 
imprisonment  not  exceeding  six  months  upon  any  per- 
son who  shall  unlawfully,  maliciously,  and  in  violation 
of  his  contract,  stop,  delay,  injure  or  obstruct  any  loco- 
motive or  train  of  cars.  Section  two  of  this  act  replaces 
section  four  of  the  act  of  1877,  and  is  what  is  commonly 
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known  as  the  conspiracy  law.  In  1877  the  law  applied 
only  to  railroad,  gas,  and  telegraph  companies.  The  act 
of  1878  removed  this  limitation  and  extended  the  pro- 
tection to  all  persons,  natural  or  artificial,  employers  or 
employees,  in  the  management  and  control  of  their  own 
business.     It  provides  that : 

"Every  person  who  shall  threaten,  or  use  any  means 
to  intimidate  any  person  to  compel  such  person,  against 
his  will,  to  do,  or  abstain  from  doing,  any  act  which  such 
person  has  a  legal  right  ot  do,  or  shall  persistently  follow 
such  person  in  a  disorderly  manner,  or  injure  or  threaten 
to  injure  his  property,  with  intent  to  intimidate  him,  shall 
upon  conviction,  be  liable  to  a  fine  not  exceeding  one  hun- 
dred dollars,  or  imprisonment  in  the  county  jail  six 
months." 

This  section  is  the  same  at  present  (G.  S.  1902,  sec. 
1296).  It  has  become  entirely  separated  from  the  section 
regarding  railroads,  and  is  held  to  have  a  general  appli- 
cation.^ But  while  the  statute,  as  such,  is  of  general 
application,  in  practice  it  has  still  retained  its  former  use 
of  preventing  employees,  in  furtherance  of  disputes  be- 
tween themselves  and  their  employers,  from  combining 
and  conspiring  to  injure  their  employer's  business,  either 
by  the  boycott  or  by  inducing  his  employees  to  leave  his 
service,  by  means  of  threats  and  intimidation.  All  the 
cases  that  have  arisen  under  the  act  have  been  of  this 
nature.  This  fact,  together  with  the  construction  placed 
upon  the  act  by  the  courts,  has  made  the  laboring  men  of 
the  State  very  bitter  against  it. 

(i)  They  claim  that  the  act,  as  construed,  is  aimed 
directly,  and  in  practice  solely,  against  them  and  their 
unions. 

(2)  That  the  act  deprives  them  of  their  right  peace- 
ably to  intercede  with  fellow-workmen  and  peaceably  to 
make  demands  upon  their  employers   for  the  just  and 
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proper  purpose  of  raising  their  wages  and  bettering  their 
conditions. 

(3)  That  by  depriving  them  of  the  right  of  interces- 
sion and  of  the  right  to  withdraw  and  persuade  their 
friends  to  withdraw  their  patronage  from  an  employer, 
the  courts  are  taking  from  them  a  proper  instrument  of 
industrial  warfare  and  subjecting  them  to  the  mercy  and 
caprice  of  their  employers. 

(4)  That  the  decisions  under  the  act  have  made  crim- 
inal acts  which  by  nature  or  intention  were  not  criminal. 

(5)  That  the  decisions  were  not  justified  by  the  evi- 
dence, and  that  too  much  weight  was  given  to  merely 
circumstantial  evidence. 

Whether  the  labor  unions  are  justified  in  their  bitter- 
ness against  this  act,  and  whether  their  criticism  of  its 
construction  by  the  courts  is  correct,  can  be  determined 
only  by  a  review  of  the  principal  decisions  under  the  act. 
As  these  decisions,  besides  construing  the  conspiracy  act, 
define  boycotting  and  conspiracy  and  determine  to  what 
extent  striking  employees  may  picket  the  place  of  busi- 
ness of  their  employers,  and  what  constitutes  intimida- 
tion, they  have  had  a  very  important  part  in  fixing  the 
rights  of  organized  labor  in  this  State  in  its  relation  to 
and  in  its  disputes  with  employers  and  their  non-union 
workmen.  For  these  reasons  considerable  space  will  be 
given  to  a  review  of  these  cases. 

Two  of  these  cases  are  of  special  importance.  The  first 
is  the  "Glidden  Case,"  which  arose  in  1886. 

The  State  vs.  Benjamin  F.  Glidden  and  Others.^ 
Information : 

The  information,  containing  six  counts,  charged  Ben- 
jamin F.  Glidden  and  three  others  with  conspiracy. 

"The  first  count  charged  the  object  of  the  conspiracy 
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to  have  been  ( i )  to  compel  the  Carrington  PubHshing 
Company,  a  corporation  and  the  pubHshers  of  a  news- 
paper, against  its  will  to  discharge  its  workmen,  and  to 
employ  such  persons  as  the  defendants  and  their  associates 
should  name;  and  (2)  to  injure  and  oppress  the  workmen 
then  in  the  employ  of  the  corporation,  by  depriving  them 
of  their  employment;  that  the  means  to  be  employed  to 
accomplish  these  purposes  were  to  demand  the  discharge 
of  the  workmen  and  the  employment  of  the  defendants; 
and  if  such  demand  was  not  complied  with  within  forty- 
eight  hours,  the  defendants  and  their  associates  were  to 
represent  to  and  threaten  the  corporation,  that  there  were 
associated  in  combination  with  the  defendants  the  mem- 
bers in  the  city  of  divers  secret  and  large  labor  unions  to 
the  number  of  one  thousand  persons,  who  could,  by  the 
fear  and  terror  to  be  created  by  the  secrecy  and  discipline 
of  their  organizations,  and  by  the  large  number  of  the 
members  thereof,  and  by  the  to  be  threatened  and  con- 
certed withdrawal  of  the  patronage  of  the  defendants  and 
their  associates,  and  by  stopping  and  preventing  the  pat- 
ronage of  others  through  threats  and  intimidations,  and 
by  other  unlawful  means,  so  control  the  persons  dealing 
with  the  corporation  as  to  compel  them,  though  against 
their  will,  to  cease  doing  business  with  the  corporation; 
and  who  could  and  would  boycott  the  business  of  the  cor- 
poration, and  so  would  substantially  injure  and  destroy 
its  business  and  prevent  the  same  from  being  carried  on ; 
unless  the  corporation  would  discharge  the  workmen  in 
question  and  employ  the  defendants.  And  that  if  the 
corporation  did  not  yield  to  their  demands,  the  defend- 
ants and  their  associates  would  in  like  manner  represent 
to  and  threaten  all  persons  dealing  with  the  corporation; 
and  that  they  could  and  would  so  control,  boycott  and 
injure  the  business  customers  of  such  persons  as  through 
fear,  and  by  the  to  be  threatened  and  concerted  with- 
drawal of  the  patronage  of  the  defendants,  and  by  stop- 
ping and  preventing  the  patronage  of  others  through 
threats  and  intimidations,  and  by  other  unlawful  means, 
to  compel  such  customers,  though  against  their  will,  to 
cease  doing  business  with  the  subscribers  and  others, 
patrons    of   the   corporation;    and   that   the    defendants 
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would  not  give  up  or  abandon  these  proceedings  to  in- 
jure the  business  of  the  corporation  until  they  had  either 
destroyed  said  business  and  prevented  it  from  being  car- 
ried on,  or  until  the  corporation  should  comply  with 
their  demands ;  and  should  further  pay  to  the  defendants 
a  large  sum  of  money,  viz.,  $500,  to  defray  the  expenses 
of  the  defendants  and  their  associates  in  so  carrying  out 
the  conspiracy.  It  was  then  charged  that  such  demand 
was  made  on  the  corporation  and  was  not  complied  with ; 
that,  thereupon,  the  agreed  representations  and  threats 
were  made  to  the  corporation,  and  that  the  corporation 
still  refusing  to  yield,  the  agreed  representations  and 
threats  were  made  to  the  subscribers  and  patrons  of  the 
corporation,  etc." 

It  was  further  alleged  that  the  object  of  the  conspiracy 
was  to  force  the  corporation  to  discharge  certain  of  its 
employees,  and  to  prevent  them  getting  employment  else- 
where; and  to  impoverish  the  corporation  by  destroying 
the  circulation  of  its  newspaper,  and  by  inducing  by 
threats  and  persuasion,  subscribers,  advertisers  and  others 
to  desist  from  further  patronizing  its  newspaper.  It  was 
charged  that  the  defendants  had  induced  one  person  to 
discontinue  his  subscription  to  the  newspaper,  and  at- 
tempted to  induce  sundry  other  persons  from  advertising 
therein ;  also,  that  they  had  by  threats  and  persuasion 
induced  the  corporation  to  discharge  from  its  employ  and 
thereafter  refrain  from  employing  certain  of  its  former 
employees. 

The  defendants  demurred  to  the  complaint,  but  the 
court  held  it  sufficient.  The  case  was  tried  by  a  jury,  and 
a  verdict  of  guilty  was  rendered  against  three  of  the  de- 
fendants, and  of  not  guilty  as  to  the  other.  The  defend- 
ants who  were  convicted  appealed  to  the  Supreme  Court 
of  Errors,  on  the  ground  of  error  in  the  overruling  of 
their  demurrer,  and  in  the  rulings  with  regard  to  evi- 
dence, and  also  on  the  ground  that  the  verdict  was 
against  the  evidence. 

The  following  is  a  summary  of  the  finding  of  facts : 
That  a  controversy  existed  between  the  members  of  an 
association  known  as  "Typographical  Union,  No.  47" 
and   the   Carrington   Publishing   Company,    and   that   a 
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criminal  conspiracy  had  been  entered  into  by  the  accused 
among  themselves  and  with  other  persons,  members  of 
the  association;  that  two  of  the  defendants,  Glidden  and 
McNamara,  had  taken  the  application  of  one  Skinner,  an 
employee  of  the  Carrington  Company,  to  become  a  mem- 
ber of  the  union ;  that  it  was  attempted  to  induce  Skinner 
to  take  part  with  the  union  in  the  controversy  with  the 
Carrington  Company ;  and  that  during  the  continuance  of 
the  conspiracy  and  for  the  purpose,  on  the  part  of  the 
conspirators,  of  carrying  it  into  full  effect.  Skinner  had 
several  interviews  with  them.  Skinner  testified  that  in 
one  of  these  interviews  Kidd  referred  to  the  News  boy- 
cott and  stated  that  he  did  not  believe  that  the  Carrington 
Publishing  Company  would  fight  them  as  the  News  had 
done ;  that  they  would  carry  on  the  boycott  on  the  Courier 
as  they  had  in  the  News  case,  and  appeal  to  the  merchants 
to  take  their  advertisements  out,  and  appeal  to  the  sub- 
scribers ;  and  that  they  would  not  do  as  they  had  done  in 
the  News  case,  but  if  they  had  another  battle  the  pub- 
lishing company  would  have  to  pay  the  expenses  of  the 
boycott. 

As  one  of  the  means  to  carry  the  conspiracy  into  effect 
the  State  claimed  that  Glidden  distributed  circulars  like 
the  following :  "A  word  to  the  wise  is  sufficient.  Boycott 
the  Journal  and  Courier !"  The  State  also  claimed  there 
was  a  conspiracy  to  extort  money  by  Glidden  and  the 
other  defendants,  constituting  a  committee  of  the  union 
and  threatening  to  conduct  themselves  in  the  same  manner 
towards  the  Carrington  Publishing  Company  that  they 
had  previously  done  towards  the  News,  to  whose  business 
manager  they  had  presented  the  following  agreement: 

"Agreement  between  the  Morning  News  Company  and 
the  joint  committee  representing  the  Trades  Council, 
Knights  of  Labor  and  Typographical  Union,  of  New 
Haven.  The  Morning  News  Company  acknowledges  the 
right  of  labor  organizations  to  fix  the  price  of  labor  for 
its  members,  and  subscribes  to  the  following  articles : 
I.  The  Morning  News  Company  to  discharge  from  their 
employ  all  non-union  compositors,  including  John  T. 
Hathaway,  at  the  close  of  the  present  week.  2.  To  em- 
ploy none  but  members  of  the  Typographical  Union,  and 
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permit  them  to  work  under  such  chapel  rules  as  they  may 
adopt  under  the  auspices  of  the  Typographical  Union. 
3.  The  Morning  News  Company  to  pay  the  joint  com- 
mittee, above  named,  the  sum  of  $500^  as  part  of  the 
expense  of  the  strike  and  boycott  brought  on  by  their 
refusal  to  recognize  the  demands  of  organized  labor, 
thereby  causing  a  strike.  4.  The  joint  committee,  above 
named,  agree  in  consideration  of  the  fulfillment  of  the 
foregoing  articles  on  the  part  of  the  Morning  News 
Company,  to  cause  to  be  issued  official  notice  of  the 
repeal  of  the  boycott  against  the  Morning  News.  5.  The 
members  of  the  joint  committee,  representing  the  Typo- 
graphical Union,  agree  to  supply  a  proper  complement  of 
capable  compositors,  including  a  foreman.  6.  Notice  of 
the  above  to  be  published  in  the  Workman's  Advocate." 

"The  State  claimed  .  .  .  that  Glidden  and  his  asso- 
ciates, constituting  a  committee  representing  the  Typo- 
graphical Union,  called  upon  the  officers  of  the  Carring- 
ton  Publishing  Company,  and  made  certain  demands  in 
reference  to  the  Courier  office  becoming  a  union  office, 
and  threatened  in  case  their  demands  were  refused  to 
boycott  the  Courier,  and  to  deal  with  the  Carrington 
Company  as  they  had  dealt  with  the  News." 

The  State  offered  to  show  that  Glidden  and  his  asso- 
ciates made  a  money  demand  of  the  News,  and  that 
Glidden  personally  was  the  one  who  made  the  demand, 
and  offered  Fowler  (business  manager  of  the  News)  as 
a  witness,  who  testified  that  Glidden  handed  to  him  a 
paper  containing  the  following  communication  sent  to 
the  publishers  of  the  News  and  signed  by  a  committee  of 
the  union : 

"Trades'  Council  of  New  Haven,  New  Haven,  Ct., 
Jan.  25,  1886. 

"The  Morning  News  Co. :  Gentlemen — having  re- 
ceived from  you  no  answer  to  the  terms  proposed  by  the 
committee  at  the  request  oi  your  representative,  we  con- 
sider the  same  to  have  been  rejected,  and  at  a  meeting  of 
the  committee  yesterday  it  was  decided  that  you  should 
be  charged,  in  addition  to  the  indemnity  mentioned  in 
said  terms,  fifty  dollars  per  week  after  the  present  week 
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as  a  just  share  of  the  expense  incident  to  the  continuance 
of  the  boycott." 

"The  State  claimed  to  have  shown  that  these  written 
and  published  demands  upon  the  News  Company  had 
come  to  the  knowledge  of  the  officers  of  the  Carrington 
Company  prior  to  the  demand  made  upon  them  by  Glid- 
den,  and  that  Glidden  knew  when  he  made  the  demands 
upon  the  latter  company  that  the  officers  knew  of  the 
demands  before  that  time  made  upon  the  News." 

A  witness  for  the  State  testified  that  she  overheard  a 
conversation  between  five  or  six  printers,  all  members  of 
the  union,  and  among  whom  was  one  of  the  defendants, 
in  which  it  was  stated  that  they  were  paying  fifty  cents  a 
week  for  the  expenses  of  the  Courier  boycott,  and  that 
it  would  be  paid  for  by  the  Courier. 

"One  of  the  grounds  of  the  appeal  being  that  the 
verdict  was  against  the  evidence,  the  (trial)  judge  certi- 
fied that  in  his  opinion  the  evidence  did  not  warrant  a 
verdict  of  guilty  against  any  of  the  defendants  so  far  as 
the  alleged  conspiracy  to  extort  money  was  concerned." 

With  this  information  and  this  finding  of  facts  the 
case  went,  on  appeal,  to  the  Supreme  Court.  What  seems 
to  the  writer  the  most  important  parts  of  the  decision  are 
quoted  in  full. 

Decision,  Carpenter,  J. : 

"We  will  next  inquire,  what  is  a  criminal  conspiracy? 
,  .  .  In  the  first  place,  it  seems  to  be  generally  con- 
ceded that  if  two  or  more  persons  confederate  and  agree 
together  to  commit  some  crime  or  misdemeanor,  such 
confederation  or  agreement  is  itself  an  offense."  (The 
court  here  quotes  the  statute  heretofore  given.)  "Do  the 
acts  which,  it  is  alleged,  the  defendants  conspired  to  do, 
fall  within  the  prohibition  of  the  act  of  1878?  They 
proposed  to  threaten  and  use  means  (the  boycott)  to 
intimidate  the  Carrington  Publishing  Company,  to  com- 
pel it,  against  its  will,  to  abstain  from  doing  an  act  (to 
keep  in  its  employ  the  workmen  of  its  own  choice)  which 
it  had  a  legal  right  to  do,  and  to  do  an  act  (employ  the 
defendants  and  such  persons  as  they  should  name)  which 
it  had  a  legal  right  to  abstain  from  doing.  There  can  be 
but  one  answer  to  the  question, — the  acts  proposed  are 
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clearly  prohibited  by  the  statute.  .  ,  .  We  might  per- 
haps stop  here ;  but  the  argument  of  the  case  took  a  much 
wider  range,  and  the  case  itself  will  justify,  and  the  times 
in  which  we  live  seem  to  require,  a  more  extended  exam- 
ination of  the  subject." 

"It  has  often  been  said  that  a  conspiracy  to  effect  an 
unlawful  purpose  or  a  lawful  purpose  by  unlawful  means 
is  an  offense.  But  this  is  said  to  be  a  limitation  rather 
than  a  definition.  ...  If  the  ends  or  the  means  are 
criminal  in  themselves,  or  contrary  to  some  penal  statute,, 
the  conspiracy  is  clearly  an  offense.  .  .  .  But  suppose 
two  or  more  conspire  unjustly  and  wrongfully  to  deprive 
another  of  his  liberty  or  property ;  then,  as  we  shall  here- 
after see,  the  criminal  law  may  take  cognizance  of  the 
act.  Of  course,  it  is  difficult,  if  not  impossible,  to  define 
accurately  and  clearly  in  advance  what  would  and  what 
would  not  be  an  offense.  Hence,  the  difficulty  of  regu- 
lating by  statute  in  all  cases  the  law  of  criminal  con- 
spiracy. .  .  .  It  is  left  for  the  court  to  determine  in 
each  particular  case  whether  it  is  or  is  not  an  offense. 
.  .  .  The  supposed  hardship  is  only  apparent;  it  is  not 
real.  The  danger  that  an  innocent  man  will  be  punished 
criminally  for  a  conspiracy,  because  the  act  was  not  for- 
bidden by  the  written  law,  is  very  small.  It  is  hardly 
supposable  that  prosecutions  will  be  instituted  and  sus- 
tained by  the  court  and  jury  unless  the  acts  done  or  con- 
templated are  clearly  illegal  and  morally  wrong;  so  much 
so,  as  to  leave  little  or  no  room  for  a  right-minded  man  to 
doubt." 

'Tf  we  were  to  attempt  to  give  a  rule  applicable  to  this 
branch  of  the  subject,  we  should  say  that  it  is  a  criminal 
offense  for  two  or  more  persons  corruptly  or  maliciously 
to  confederate  and  agree  together  to  deprive  another  of 
his  liberty  or  property.  Such  a  rule  is  proximately  cor- 
rect and  practically  just." 

"Now,  if  we  look  at  this  transaction  as  it  appears  on 
the  face  of  this  information,  we  shall  be  satisfied  that  the 
defendants'  purpose  was  to  deprive  the  Carrington  Pub- 
lishing Company  of  its  liberty  to  carry  on  its  business  in 
its  own  way,  although  in  doing  so  it  interfered  with  no 


557]  Labor  Legislation  of  Connecticut  145 

right  of  the  defendants.  The  motive  was  a  selfish  one, — 
to  gain  an  advantage  unjustly,  and  at  the  expense  of 
others ;  and,  therefore,  the  act  was  legally  corrupt.  As 
a  means  of  accomplishing  the  purpose,  the  parties  in- 
tended to  harm  the  Carrington  Publishing  Company,  and, 
therefore,  it  was  malicious.  It  seems  strange  that  in  this 
day,  and  in  this  free  country — a  country  in  which  law 
interferes  so  little  with  the  liberty  of  the  individual — it 
should  be  necessary  to  announce  from  the  bench  that 
every  man  may  carry  on  his  business  as  he  pleases,  may 
do  what  he  will  with  his  own,  so  long  as  he  does  nothing 
unlawful,  and  acts  with  due  regard  to  the  rights  of 
others;  and  that  the  occasion  for  such  an  announcement 
should  be,  not  an  attempt  by  government  to  interfere 
with  the  rights  of  the  citizen,  nor  by  the  rich  and  pow- 
erful to  oppress  the  poor,  but  an  attempt  by  a  large  body 
of  workingmen  to  control,  by  means  little  if  any  better 
than  force,  the  action  of  employers.  The  defendants  and 
their  associates  said  to  the  Carrington  Publishing  Com- 
pany, 'You  shall  discharge  the  men  you  have  in  your 
employ,  and  you  shall  hereafter  employ  only  such  men  as 
we  shall  name.  It  is  true  we  have  no  interest  in  your 
business,  we  have  no  capital  invested  therein,  we  are  in 
nowise  responsible  for  its  losses  or  failures,  we  are  not 
directly  benefited  by  its  success,  and  we  do  not  participate 
in  its  profits ;  yet  we  have  a  right  to  control  its  manage- 
ment and  compel  you  to  submit  to  our  dictation.'  The 
bare  assertion  of  such  a  right  is  startling.  The  two 
alleged  rights  cannot  possibly  co-exist.  One  or  the  other 
must  yield." 

"If  the  defendants  have  the  right  which  they  claim, 
then  all  business  enterprises  are  alike  subject  to  their 
dictation.  No  one  is  safe  in  engaging  in  business,  for  no 
one  knows  whether  his  business  affairs  are  to  be  con- 
ducted by  intelligence  or  ignorance — whether  law  and 
justice  will  protect  the  business,  or  brute  force  regardless 
of  law  will  control  it ;  for  it  must  be  remembered  that  the 
exercise  of  the  power,  if  conceded,  will  by  no  means  be 
confined  to  the  matter  of  employing  help.  Upon  the  same 
principle  and  for  the  same  reasons,  the  right  to  determine 
what  business  others  shall  engage  in,  when  and  where  it 
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shall  be  carried  on,  etc.,  will  be  demanded  and  must  be 
conceded.  The  principle,  if  it  once  obtains  a  foothold,  is 
aggressive  and  is  not  easily  checked.  It  thrives  on  vvrhat 
it  feeds  on,  and  is  insatiate  in  its  demands.  More  re- 
quires more.  If  a  large  body  of  irresponsible  men  de- 
mand and  receive  power  outside  of  law,  over  and  above 
law,  it  is  not  to  be  expected  that  they  will  be  satisfied  with 
a  moderate  and  reasonable  use  of  it.  All  history  proves 
that  abuses  and  excess  are  inevitable.  The  exercise  of 
irresponsible  power  by  men,  like  the  taste  of  human  blood 
by  tigers,  creates  an  unappeasable  appetite  for  more." 

"Business  men  have  a  general  understanding  of  their 
rights  under  the  law,  and  have  some  degree  of  confidence 
that  the  government  through  its  courts  will  be  able  to 
protect  those  rights.  This  confidence  is  the  cornerstone 
of  all  business.  But  if  their  rights  are  such  only  as  a 
secret  and  irresponsible  organization  is  willing  to  concede 
to  them,  and  will  receive  only  such  protection  as  such  an 
organization  is  willing  to  give,  where  is  that  confidence 
which  is  essential  to  the  prosperity  of  the  country?" 

"Again.  If  the  alleged  right  is  conceded  to  the  de- 
fendants, a  similar  right  must  be  conceded  to  the  pro- 
moters of  the  Carrington  Publishing  Company,  and  those 
with  whom  they  may  associate;  otherwise,  all  men  are 
not  equal  before  the  law.  It  logically  follows  that  they 
in  turn  may  control  the  business  matters  of  the  defend- 
ants— may  determine  what  trade  or  occupation  they  may 
follow,  whether  to  work  in  this  establishment  or  in  that, 
or  in  none  at  all.  Obviously,  such  conflicting  claims,  in 
the  absence  of  law,  can  lead  to  but  one  result,  and  that 
will  be  determined  by  brute  force.  It  would  be  an  in- 
stance of  the  survival,  not  necessarily  of  the  fittest,  but  of 
the  strongest.  That  would  be  subversive,  not  only  of  all 
business,  but  also  of  law,  and  of  the  government  itself. 
The  end  would  be  anarchy,  pure  and  simple." 

"Once  more.  Suppose  the  government  should  assert 
the  right  in  the  same  manner  to  regulate  and  control  the 
business  affairs  of  the  Carrington  Publishing  Company, 
and  other  business  enterprises,  how  long  would  the  people 
submit  to  it?  And  yet  the  exercise  of  such  a  power  by 
government  would  be  far  more  tolerable  than  its  exercise 
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would  be  by  secret  organizations,  however  wise  and  intel- 
ligent such  organizations  might  be;  for  government  is 
established  by  the  people  and  for  the  people,  and  is  re- 
sponsible to  all  the  people.  If  it  abuses  its  power,  the 
people  have  the  remedy  in  their  own  hands ;  but  if  a  secret 
organization,  in  the  management  of  which  the  people  at 
large  have  no  voice,  abuses  its  power,  if  it  is  not  amenable 
to  law,  where  is  the  remedy?" 

"It  is  further  alleged  that  another  purpose  of  the  de- 
fendants was  to  injure  and  oppress  John  E.  Skinner  and 
seven  other  workmen  of  the  Carrington  Publishing  Com- 
pany, by  depriving  them  of  their  employment.  What  we 
have  already  said  applies  equally  well  to  this  purpose  of 
the  defendants.  The  workmen  named  have  just  as  good 
a  right  to  work  for  the  corporation  as  the  defendants 
have,  and  thus  are  entitled  to  the  same  consideration  and 
the  same  protection." 

"Then  there  are  these  further  considerations :  It  is  a 
combination  not  against  capital  or  employers,  but  against 
fellow  workmen,  men  whose  earnings  are  comparatively 
small,  and  who,  presumably,  need  all  their  earnings  for 
the  support  of  themselves  and  their  families.  They  are 
ordinarily  poor  men,  and  men  whose  entire  capital  con- 
sists in  their  trade  and  time.  It  is  proposed  wantonly  to 
deprive  them  of  a  livelihood  and  practically  all  means  of 
support.    ..." 

"It  is  also  a  combination  of  many  to  improverish  and 
oppress  a  few.  The  weaker  party  needs  and  must  receive 
the  protection  of  the  law.  If  in  any  case  it  is  criminal 
for  many  to  combine  to  do  what  any  one  may  lawfully 
do  singly,  it  would  seem  that  this  would  be  such  a  case. 
Numbers  can  accomplish  what  one  man  cannot,  evil  as 
well  as  good;  and  that  is  the  reason  of  the  combination. 
The  law  encourages  combination  for  good,  and  combina- 
tions of  workmen  to  better  their  condition  by  legitimate 
and  fair  means  are  commendable  and  should  be  encour- 
aged. But  combinations  for  evil  purposes,  whether  by 
one  class  of  men  or  another,  are  detrimental  to  the  public 
weal  and  cannot  be  regarded  with  favor  by  the  courts. 
But  combinations  for  good  purposes  may  be  perverted, 
and  when  their  power  is  sought  to  be  used  to  harm  their 


148  American  Economic  Association  [560 

fellowmen,  to  deprive  others  of  their  just  rights,  then  not 
the  combination  but  the  use  of  it  becomes  criminal.  In 
such  a  use  there  is  a  large  element  of  wantonness  and 
malice.  Any  one  man,  or  any  one  of  several  men,  acting 
independently,  is  powerless;  but  when  several  combine 
and  direct  their  united  energies  to  the  accomplishment 
of  a  bad  purpose  the  combination  is  formidable.  No  one 
man  can  drive  these  workmen  from  their  situations ;  num- 
bers, if  allowed  their  will,  may  do  it.  The  intention  by 
one  man,  so  long  as  he  does  nothing,  is  not  a  crime  which 
the  law  will  take  cognizance  of ;  and  so  too  of  any  number 
of  men  acting  separately ;  but  when  several  men  form  the 
intent  and  come  together  and  agree  to  carry  it  into  execu- 
tion, the  case  is  changed.  The  agreement  is  a  step  in  the 
direction  of  accomplishing  the  purpose.  The  combina- 
tion becomes  dangerous  and  subversive  of  the  rights  of 
others,  and  the  law  wisely  says  that  it  is  a  crime." 

"It  is  no  answer  to  say  that  the  conspiracy  was  for  a 
lawful  purpose — to  better  their  own  condition,  to  fix  and 
advance  their  rate  of  wages,  and  further  their  own  mate- 
rial interest.  It  is  certainly  true  that  they  had  a  right  to 
have  such  a  purpose,  and  to  use  all  lawful  means  to  carry 
it  into  efifect.  And  so  a  purpose  to  acquire  property  is 
lawful  so  far  as  it  contemplates  lawful  means  only.  But 
if  it  contemplates  the  acquisition  of  money  by  murder, 
theft,  fraud,  or  injustice,  the  end  does  not  sanctify  the 
means." 

"Neither  will  these  defendants  be  permitted  to  advance 
their  material  interests,  or  otherwise  better  their  condi- 
tion, by  any  such  reprehensible  means.  They  had  a  right 
to  request  the  Carrington  Publishing  Company  to  dis- 
charge its  workmen  and  employ  themselves,  and  to  use 
all  proper  arguments  in  support  of  their  request ;  but  they 
had  no  right  to  say — 'You  shall  do  this  or  we  will  ruin 
your  business.'  Much  less  had  they  a  right  to  proceed 
to  ruin  its  business.  In  such  a  case,  the  direct  and  pri- 
mary object  must  be  regarded  as  the  destruction  of  the 
business.  The  fact  that  it  is  designed  as  a  means  to  an 
end,  and  that  end  in  itself  considered  is  a  lawful  one,  does 
not  divest  the  transaction  of  its  criminality." 

"In  considering  the  demurrer  we  would  not  overlook 
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the  fact  that  it  is  alleged  that  one  object  of  the  defendants 
was  to  extort  money  from  the  Carrington  Publishing 
Company.  It  must  be  conceded  that  the  exaction  of 
money  otherwise  than  by  legal  means  is  unlawful  in  a 
criminal  sense.     ..." 

"Neither  do  we  overlook  the  character  and  magnitude 
of  this  conspiracy,  as  evidenced  by  the  wholesale  boy- 
cotting contemplated  of  the  patrons  of  the  Carrington 
Publishing  Company.  Perhaps  no  new  or  different  prin- 
ciple applies  to  this  part  of  the  case.  We  cannot  forbear 
remarking,  however,  that  it  evinces  a  recklessness  and 
disregard  of  the  rights  of  others  seldom  witnessed  in 
business  affairs.  Assuming,  as  we  do,  that  these  defend- 
ants are  honest,  well-meaning  men,  it  is  difficult  for  us 
to  understand  how  they  could  be  willing  to  involve  the 
innocent  patrons  of  the  Carrington  Publishing  Company 
in  embarrassment  and  possible  ruin  merely  for  the  pur- 
pose of  furthering  their  cause  in  a  controversy  in  which 
these  patrons  were  not  concerned.  Prima  facie,  such 
conduct  must  be  regarded  as  malicious  and  corrupt." 

"We  will  also  notice  that  it  is  alleged  that  the  con- 
spiracy contemplated  boycotting  as  a  means  to  the  end 
sought.  That  word  is  not  easily  defined.  It  is  frequently 
spoken  of  as  passive  merely — a  let-alone  policy — a  with- 
drawal of  all  business  relations,  intercourse  and  fellow- 
ship. If  that  is  its  only  meaning,  it  will  be  difficult  to 
find  anything  criminal." 

"If  this  is  a  correct  picture,  the  thing  we  call  boycott 
originally  signified  violence,  if  not  murder.  If  the  de- 
fendants in  their  hand-bills  and  circulars  used  the  word 
in  its  original  sense  in  its  application  to  the  Carrington 
Publishing  Company,  there  can  be  no  doubt  of  their 
criminal  intent.  We  prefer,  however,  to  believe  that  they 
used  it  in  a  modified  sense.  As  an  importation  from  a 
foreign  country  we  may  presume  that  they  intended  it  in 
a  milder  sense, — in  a  sense  adapted  to  the  laws,  institu- 
tions and  temper  of  our  people.  In  that  sense,  it  may 
not  have  been  criminal.  But  even  here,  if  it  means,  as 
some  high  in  the  confidence  of  the  trades-union  assert, 
absolute  ruin  to  the  business  of  the  person  boycotted 
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unless  he  yields,  then  it  is  criminal.  Instances  are  not 
wanting  in  our  own  country  where  the  boycott  has  been 
attended  with  more  or  less  violence;  and  it  cannot  be 
denied  that  the  natural  tendency  is,  especially  when  ap- 
plied by  the  ignorant  and  vicious,  to  attempt  to  make  it 
successful  by  force.  It  often  leads  to  serious  disturb- 
ances of  the  peace  and  even  murder.  We  are  loth,  how- 
ever, to  assume  that  these  defendants  intended  any  such 
consequences.  Nevertheless,  it  is  a  dangerous  instrumen- 
tality to  use;  and  if  those  instigating  and  resorting  to  it 
do  not  of  their 'bwn  accord  take  notice  of  their  peril  and 
voluntarily  abandon  its  use,  as  we  sincerely  hope  they 
will,  the  courts  at  no  distant  day  will  be  called  upon  to 
recognize  its  dangerous  tendency  and  treat  it  accord- 
ingly." 

"From  these  considerations  it  is  apparent  that  the 
purpose  of  this  conspiracy,  or  the  means  by  which  it  was 
to  be  accomplished,  or  both,  were  not  only  unlawful,  but, 
as  some  authorities  express  it,  'were  in  some  degree 
criminal.'  " 

"We  have  carefully  examined  the  evidence  in  this  case 
and  are  of  the  opinion  that  it  is  sufficient  to  sustain  the 
verdict.  The  only  point  we  regard  as  debatable  is  that 
relating  to  the  purpose  to  demand  money  to  pay  the 
expenses  of  the  boycott;  but  we  think  on  the  whole  the 
jury  were  justified  in  finding  that  the  parties  concerned 
were  given  to  understand  that  they  would  be  required  to 
pay  the  expenses.  As  the  boycott  never  reached  such  a 
stage  as  that  such  a  demand  could  with  propriety  be 
made,  there  is  no  direct  evidence  that  there  was  any 
intention  to  make  it,  but  there  were  abundant  intimations 
that  such  a  demand  would  be  made,  and  there  can  be  little 
doubt  that  such  a  probability  was  distinctly  presented  as 
an  inducement  not  to  prolong  the  contest." 

The  balance  of  the  opinion  relates  mainly  to  the  ad- 
missibility of  certain  evidence,  and  is  omitted. 

The  following  are  the  opinions  of  the  writer  as  to  the 
above  decision : 

There  is  little  to  object  to  in  the  court's  definition  of 
what  constitutes  a  conspiracy,  and  what  a  boycott,  or  in 
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its  declaration  of  each  man's  right  to  carry  on  his  own 
business  in  his  own  way,  or  in  its  denial  of  the  right  of 
labor  organizations  to  dictate  terms  to  their  employers, 
or  to  dictate  whom  they  shall  employ.  These,  as  general 
principles,  are  accepted.  But  whether,  in  this  particular 
case,  the  evidence  was  sufficient  to  justify  the  decision 
that  a  conspiracy  existed  is  open  to  question.  The  direct 
evidence  upon  which  such  a  decision  could  be  based  was 
meagre.  Much  indirect  evidence  that  was  not  at  all  con- 
clusive was  admitted,  and,  in  cases,  was  given  undue 
weight.  For  example,  the  jury  was  instructed,  that  from 
the  fact  that  Glidden  and  an  unknown  man  were  seen 
walking  up  and  down  the  street  close  together,  and  that 
from  between  them  boycotting  circulars  were  being 
dropped,  it  "might  well  find  that  Glidden  distributed  the 
circulars."^  Probably  he  was  guilty  of  distributing  the 
circulars,  but  when  a  man  is  on  trial  for  conspiracy  the 
court  should  not  instruct  the  jury  to  accept  probabilities 
as  facts. 

During  the  years  1885- 1887  the  Knights  of  Labor 
movement  in  Connecticut  was  at  its  zenith.  The  order 
grew  in  numbers  very  rapidly.  Outsiders  knew  little  of 
them  and  they  were  thought  to  be  much  stronger  than 
really  they  were.  They  took  a  deep  interest  in  legislative 
matters,  and  both  the  Democratic  and  Republican  parties 
were  bidding  for  the  labor  vote.  They  took  advantage 
of  this  opinion  as  to  their  supposed  strength  and  not  only 
made  demands  of  the  political  parties  for  labor  legisla- 
tion, but  were  active  in  their  demands  upon  employers 
for  better  conditions  for  the  laborers.  Their  favorite 
weapon  when  the  employer  refused  to  accede  to  their  de- 
mands was  to  threaten  the  boycott.  The  files  of  the  daily 
papers  for  these  years  show  that  they  made  frequent  use 
of  this  weapon.    The  Knights  of  Labor  were  a  new  and 

*5S  Conn.,  79. 
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secret  force  the  growing  power  of  which,  together  with 
the  demands  made  by  the  organization,  was  the  cause  of 
much  alarm.  Did  not  the  Court  partake  of  this  alarm 
and  was  it  not  influenced  by  it  in  rendering  the  above 
decision?  The  following  quotations  from  that  decision 
indicate  that  it  may  have  been  so  influenced : 

"...  The  times  in  which  we  live  seem  to  require 
a  more  extended  examination  of  the  subject." 

"The  principle  [of  labor  unions  dictating]  if  it  once 
obtains  a  foothold,  is  aggressive  and  is  not  easily  checked. 
It  thrives  on  what  it  feeds  on,  and  is  insatiate  in  its 
demands.  More  requires  more.  If  a  large  body  of  irre- 
sponsible men  demand  and  receive  powder  outside  of  law, 
over  and  above  law,  it  is  not  to  be  expected  that  they  will 
be  satisfied  with  a  moderate  and  reasonable  use  of  it.  All 
history  proves  that  abuses  and  excesses  are  inevitable. 
The  exercise  of  irresponsible  power  by  men,  like  the  taste 
of  human  blood  by  tigers,  creates  an  unappeasable  appe- 
tite for  more." 

"...  But  if  a  secret  organization,  in  the  manage- 
ment of  which  the  people  at  large  have  no  voice,  abuses 
its  power,  and  is  not  amenable  to  law,  where  is  the 
remedy  ?" 

"Nevertheless  it  [the  boycott]  is  a  dangerous  instru- 
mentality to  use;  and  if  those  instigating  and  resorting 
to  it  do  not  of  their  own  accord  take  notice  of  their  peril 
and  voluntarily  abandon  its  use,  as  we  sincerely  hope  they 
will,  the  courts  at  no  distant  day  vAW  be  called  upon  to 
recognize  its  dangerous  tendency  and  treat  it  accord- 
ingly." 


The  other  case  of  particular  interest  in  this  connection 
is  "The  State  of  Connecticut  v.  Orrin  J.  Stockford,  et 
al.,"  or,  as  it  is  more  commonly  known,  the  "Teamsters' 
Case."  This  case  arose  in  1903,  very  nearly  twenty  years 
after  the  decision  of  the  pioneer  Glidden  case,  yet  there 
is  no  essential  change  in  the  view  of  the  Supreme  Court 
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as  to  what  constitutes  a  criminal  conspiracy  under  the 
Connecticut  statute. 

State  of  Connecticut         |  Supreme  Court  of  Errors, 
vs.  V     Third  Judicial  District, 

Orrin  J.  Stockford  et  al.     )  June  Term,  1904.^ 

"Prosecution  for  conspiracy,  brought  to  the  Superior 
Court,  in  New  Haven  County,  and  tried  to  the  jury  be- 
fore Shumway,  J. ;  verdict  and  judgment  of  guilty,  and 
appeal  by  the  defendants.    No  error." 

"The  information  contains  six  counts  charging  conspi- 
racies to  injure  as  many  different  parties,  each  of  which 
is  alleged  to  have  been  committed  by  the  eight  named 
defendants." 

'Tn  the  first  three  counts  the  defendants  are  described 
as  being  the  officers,  agents  and  members  of  an  associa- 
tion or  labor  union,  known  as  'Local  340  of  the  Team 
Drivers'  International  Union,'  and  in  the  remaining 
counts  as  the  officers,  agents  and  members  of  a  labor 
union  known  as  'Local  No.  483  Carriage  Drivers'  Union 
of  the  City  of  New  Haven,  Connecticut.'  " 

"The  first  count  charges  that  said  defendants  and  other 
unknown  persons  on  the  i8th  of  April,  1903,  unlawfully 
and  maliciously  conspired  and  agreed  together  to  compel 
The  Peck  &  Bishop  Company,  a  corporation  located  in 
New  Haven,  and  engaged  there  in  the  business  of  truck- 
ing, etc.,  in  New  Haven,  and  employing  a  large  number 
of  teamsters,  who  were  members  of  said  'Local  340,' 
and  the  officers  and  agents  of  said  Peck  &  Bishop  Com- 
pany, against  their  will,  to  execute  and  enter  into  the 
following  agreement  with  said  association  and  the  mem- 
bers thereof: 

'Agreement    between    the    Master    Teamsters    of 
THE  City  of  New  Haven  and  Vicinity  and  the 
Members  of  Local  340  of  the  Team  Drivers'  In- 
ternational Union. 
Article  I.     Party  of  the  first  part  agrees  to  employ 

as  teamsters  none  but  members  of  Local  340,  or  those 

who  are  willing  to  become  members  at  the  next  regular 

meeting. 

"Reoorted  in  yy  Conn.,  227  (1904). 
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Article  11.  It  is  further  agreed  that  no  objections  shall 
exist  on  the  part  of  the  employees  to  the  conditions  of 
this  contract  for  a  stipulated  time  from  date  herein 
named. 

Article  III.  Each  and  every  member  of  Local  340 
shall  be  treated  in  a  fair  and  impartial  manner,  and  shall 
suffer  no  persecution  because  of  his  union  principles,  or 
affiliation  with  organized  labor. 

Article  IV.  This  Local  shall  at  all  times  have  at  heart 
the  interest  and  welfare  of  its  employer's  business,  and 
every  member  is  expected  to  acquit  himself  in  an  honor- 
able and  straightforward  manner,  leaving  as  little  as 
possible  for  criticism. 

Article  V.  If  any  employer  becomes  dissatisfied  with 
the  services  of  any  member  of  this  Local,  such  member 
shall  be  given  a  chance  to  hear  charges  by  employer,  and 
shall  be  heard  in  his  own  behalf  before  dismissal ;  and 
any  member  found  guilty  of  violating  this  agreement 
shall  be  fined,  suspended,  or  expelled  from  Local  340, 
according  to  the  option  of  the  Local. 

Article  VI.     Ten  hours  to  constitute  a  day's  work. 

Article  VII.  All  members  driving  one  horse  shall  re- 
ceive not  less  than  $10.50  per  week,  six  days  to  consti- 
tute a  week's  work.  Two  horse  drivers  shall  receive  not 
less  than  $12  per  week,  six  days  to  constitute  a  week's 
work.  Four  horse  drivers  to  receive  not  less  than  $13.50 
per  week,  six  days  to  constitute  a  week's  work.  All 
members  to  receive  time  and  one-half  for  all  over-time. 

Article  VIII.  Under  no  circumstances  will  any  mem- 
ber of  Local  340  work  July  4,  Labor  Day,  or  Christmas, 
unless  absolutely  necessary. 

Teams  to  be  taken  care  of  on  such  days  free  of  charge, 
if  necessary.  If  members  of  Local  340  work  on  said 
holidays  they  shall  receive  double  time  for  same. 

Article  IX.  This  agreement  to  remain  in  effect  for 
the  term  of  one  year  from  the  ist  day  of  May,  1903, 
unless  altered  by  the  consent  of  both  parties  affected. 


For  Local  340.' 
"It  is  further  alleged  in  the  first  count  that  as  a  part  of 
said  conspiracy  the  defendants  agreed  together  upon  the 
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following  unlawful  methods  and  means  by  which  to  ac- 
complish said  purpose  of  the  conspiracy:  (i)  That  the 
defendants  and  their  unknown  associates  would  cause, 
induce  and  persuade  all  the  employees  of  The  Peck  & 
Bishop  Company  to  strike,  and  leave  the  employment  of 
said  company;  (2)  That  they  would  place  pickets  near 
the  places  of  business  of  said  company,  who  would  by 
threats,  intimidation  and  persuasion  prevent  persons  from 
continuing  or  entering  into  the  employment  of  said  com- 
pany; (3)  That  they  would  threaten  and  intimidate  the 
business  customers  of  said  company  and  force  and  compel 
them  to  give  up  all  business  relations  with  said  company ; 
(4)  That  they  would  by  threats,  intimidation  and  persua- 
sion, compel  the  members  of  said  association,  and  of  other 
associations  and  labor  unions,  to  refrain  from  employing 
said  company  and  from  employing  or  trading  with  those 
who  employed  said  company;  (5)  That  they  would  pre- 
vent said  company  from  carrying  on  its  business  and 
would  ruin  and  destroy  the  business  and  property  of  said 
company;  and  that  in  pursuance  of  said  conspiracy  the 
defendants  and  their  said  associates  performed  said  acts 
so  agreed  upon  as  the  methods  of  accomplishing  the  pur- 
pose of  said  conspiracy." 

The  remaining  five  counts  with  minor  changes  are 
similar  to  the  first  count  excepting  that  the  names  of  five 
livery  firms  of  New  Haven  appear  in  the  place  of 
the  name  The  Peck  &  Bishop  Company  in  the  first 
count. 

"It  appears  from  the  finding  that  the  State  offered  evi- 
dence tending  to  prove  all  these  allegations,  and  to  show 
that  the  team  owners  described  in  the  first  three  counts, 
and  liverymen  described  in  the  last  three  counts,  having 
refused  to  sign  said  agreements,  the  acts,  described  in  the 
information  as  the  methods  and  means  adopted  to  accom- 
plish the  purpose  of  the  alleged  conspiracy,  were  per- 
formed and  carried  out  by  the  defendants  and  their  asso- 
ciates, and  that  the  defendants  offered  evidence  to  show 
that  said  allegations  were  not  true  and  that  neither  they 
nor  other  officers  or  members  of  the  union  ever  instructed 
any  pickets  to  in  any  way  interfere  with  the  employees 
of  said  team  owners  and  liverymen,  or  to  use  any  threats, 
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intimidations  or  violent  methods,  but  instructed  them, 
that  without  using  any  violence  or  stopping  them  from 
their  work,  they  might  persuade  non-union  men  to  join 
the  union." 

"The  State  having  offered  evidence  that  the  defendants 
and  other  members  of  the  unions,  had,  after  the  com- 
mencement of  the  strike,  endeavored,  by  threats,  to  pre- 
vent customers  from  further  patronizing  said  team  own- 
ers and  liverymen,  one  Norton,  an  employee  of  The  Peck 
&  Bishop  Company  and  familiar  with  its  business,  and 
one  Donnelly,  secretary  of  the  Smedley  Company,  were 
permitted  to  testify  as  to  the  number  of  customers  lost 
by  said  companies  respectively,  after  the  strike,  against 
the  objection  of  the  defendants  that  it  did  not  appear 
how  said  customers  were  lost." 

"Alfred  Coolman,  a  teamster  of  The  Peck  &  Bishop 
Company,  testified  that  he  ceased  work  the  first  week  of 
the  strike  and  then  resumed  work;  that  afterwards  he 
saw  twenty-five  or  thirty  teamsters  wearing  the  union 
button,  some  of  whom  insulted  and  threatened  him ;  that 
on  one  occasion  a  crowd  of  twenty  or  more  teamsters 
hooted  and  yelled  at  him  as  he  was  driving  a  team  of 
The  Peck  &  Bishop  Company,  and  three  of  them,  who 
wore  the  union  button,  stopped  him  and  talked  of  'pull- 
ing him  off  the  wagon  and  smashing  him'  and  told  him 
they  would  get  even  with  him ;  that  on  another  occasion 
while  the  witness  was  driving  a  wagon  for  said  company, 
one  Taylor,  a  teamster,  who,  it  had  been  shown,  belonged 
to  the  union,  and  had  worked  for  The  Peck  &  Bishop 
Company,  and  had,  at  least  on  one  other  occasion,  inter- 
fered with  the  teams  of  the  company,  said  to  the  witness, 
*If  I  had  you  out  of  the  wagon  here  I  would  break  your 
bloody  head  and  I  will  do  it  yet' ;  that  one  night  while 
the  witness  was  acting  as  a  watchman  for  The  Peck  & 
Bishop  Company,  about  a  week  after  said  remark  of 
Taylor,  some  one  shot  at  him,  and  that  'he  felt  the  wind 
of  it'  and  one  of  the  bullets  struck  a  wire  on  a  bale  of 
hay  against  which  the  witness  was  leaning.  This  testi- 
mony was  received  against  the  objection  of  the  defend- 
ants that  the  shooting  had  not  been  connected  with  any 
union  man." 
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"William  Talmadge,  one  of  the  defendants,  having  tes- 
tified on  behalf  of  the  defendants,  that  he  was  president 
of  Local  340,  and  assisted  in  preparing  the  form  of  said 
agreement,  that  he  was  the  business  agent  of  the  union, 
and  presided  at  its  meetings,  and  that  the  men  were  in- 
structed not  to  interfere  with  or  annoy  any  one,  was 
asked  on  cross-examination,  after  he  had  testified  that  he 
was  present  at  the  meeting  when  the  strike  was  ordered, 
if  he  did  not  understand  that  the  purpose  of  calling  out 
the  men  from  those  concerns  and  individuals,  who  had 
refused  to  sign  the  agreement,  was  to  cripple  them  in 
their  business.  The  witness  answered,  'I  knew  that  if 
they  did  not  sign  that  agreement  the  men  would  be  called 
out.  That  was  the  object  of  calling  the  men  out,  natur- 
ally.' This  evidence  was  admitted  against  the  defend- 
ants' objection  that  it  was  immaterial  and  improper  and 
called  for  the  witness'  construction  of  an  act  of  the  union. 
The  same  witness  was  asked  if  it  was  not  the  purpose,  as 
he  understood  it,  that  his  branch  of  the  union  should  be 
in  absolute  control  of  all  the  teamsters  employed  in  New 
Haven.  He  answered  that  he  could  not  state  thev  con- 
trolled them  all.  The  defendants'  general  objection  to 
this  question  and  answer  was  overruled." 

"Peter  Flynn,  one  of  the  defendants,  having  testified  in 
behalf  of  the  defendants  that  he  was  secretary  of  Local 
340,  that  he  appointed  pickets  and  instructed  them  as  to 
their  duties,  and  that  they  should  use  no  violence,  and 
that  they  were  so  instructed  at  the  meetings  of  the  union, 
but  that  instances  of  violence  had  come  to  the  knowledge 
of  himself  and  other  officers  of  the  union,  and  having 
testified  on  cross-examination  that  as  secretary  he  had 
employed  counsel  to  defend  men  who  had  been  arrested 
for  using  violence,  was  asked  on  cross-examination  who 
paid  such  counsel.  The  witness  answered,  'The  Union.' 
Defendants'  objection  to  said  question  and  answer  were 
overruled  by  the  court." 

"The  defendant  Cornelius  testified  upon  direct  exam- 
ination as  to  instructions  given  to  union  men  to  use  no  vio- 
lence, and,  on  cross-examination,  that  he  had  no  knowl- 
edge of  anyone  interfering  with  one  Joseph  Kinney  by 
insulting  or  abusive  language  or  otherwise,  excepting  as 
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he  had  read  of  it,  and  that  he  did  not  so  interfere  with 
him  and  insult  him.  He  was  thereupon  asked  by  the 
State's  attorney  if  he  was  not  the  person  convicted  in  the 
Court  of  Common  Pleas  of  having  on  the  17th  of  May, 
1903,  committed  a  breach  of  the  peace  in  New  Haven 
streets  upon  said  Kinney.  In  connection  with  this  inquiry 
the  State  offered  the  record  of  such  conviction,  the  de- 
fendants having  before  objected  to  the  question,  whether 
the  witness  had  been  convicted  of  using  violence  during 
the  strike,  upon  the  ground  that  the  record  was  the  best 
evidence.  The  court  admitted  said  inquiry  against  the 
defendants'  objection." 

Decision :    Hall,  J. : 

"The  information  alleges  a  combination  of  the  defend- 
ants and  others ;  the  purpose  to  be  effected  by  the  combi- 
nation ;  the  acts  by  which  that  purpose  was  to  be  accom- 
plished, and  the  performance  of  such  acts.  ...  By 
these  allegations  but  a  single  offense  is  described  in 
each  count,  namely,  a  criminal  combination  to  procure 
a  certain  agreement  to  be  signed  by  certain  described 
methods." 

"A  combination  of  persons  for  the  accomplishment  of  a 
particular  object  may  be  criminal,  either  because  the  object 
itself  is  criminal  in  its  character,  or  because  the  means  by 
which  that  object  is  to  be  effected  are  criminal.  State  v. 
Gannon,  75  Conn.,  206,  210." 

"The  agreements  which  the  defendants  sought  to  have 
signed  contain  no  provisions  which  are  contrary  to  the 
criminal  law  of  this  State,  and  if  the  only  purpose  of  the 
combination  was  to  procure  these  agreements  to  be  en- 
tered into  in  order  to  advance  the  legitimate  interests  of 
the  employees  of  the  team  owners  and  liverymen,  without 
the  view  of  injuring  the  business  and  property  of  their 
employers,  such  purpose  was  not  criminal." 

"If  the  alleged  purpose  of  the  combination  was  not 
criminal,  were  the  methods  to  be  pursued  criminal  ?  It  is 
alleged  that  the  defendants  maliciously  conspired  to  com- 
pel the  employers  to  sign  the  agreements.  It  is  not 
alleged  that  it  was  intended  to  directly  threaten  the  em- 
ployers to  induce  them  to  sign  the  agreements,  nor  does 
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it  appear  that  they  were  directly  threatened.  The  infor- 
mation states  how  they  were  to  be  compelled — and  we 
think  it  is  in  effect  alleged  that  they  were  to  be  compelled 
only  by  the  particular  methods  described  in  the  informa- 
tion— the  first  of  which  is  by  inducing  the  workmen,  by 
concerted  action,  to  strike  and  leave  the  employment  of 
the  employers  named.  Such  a  strike  may  be  lawful,  or 
it  may  be  unlawful  and  criminal.  Whether  it  is  lawful 
or  not  depends  upon  its  object  and  the  manner  in  which 
it  is  conducted.  A  combination  to  cause  a  strike  for 
the  purpose  of  injuring  and  destroying  the  business  and 
property  of  another  or  depriving  another  of  his  liberty 
or  property  without  just  cause,  is  both  unlawful  and 
criminal,  i  Eddy  on  Combinations,  Sec.  ^21  et  scq.;  Old 
Dominion  S.  S.  Co.  v.  McKenna,  30  Fed.  Rep.,  48; 
Arthur  v.  Oakes,  63  M.,  310;  Plant  v.  Woods,  176  Mass., 
492,  498;  State  V.  Stewart,  59  Vt.,  273;  State  ex  rel. 
Durent  v.  Heugin,  no  Wis.,  189;  Doremus  v.  Hen- 
nessy,  176  111.,  608;  State  v.  Glidden,  55  Conn.,  46,  71. 
A  combination  which  contemplates  the  use  of  force, 
threats,  or  intimidation,  to  induce  workmen  to  abandon 
together  the  service  of  their  employers,  is  criminal  (au- 
thorities above  cited),  and  a  combination  for  that  purpose 
is  also  criminal  because  it  is  to  induce  the  commission  of 
an  offense  which  is  made  criminal  by  statute." 

"Workmen  may  lawfully  combine  to  accomplish  their 
withdrawal  in  a  body  from  the  service  of  their  employers, 
for  the  purpose  of  obtaining  an  advance  in  wages,  a 
reduction  of  the  hours  of  labor,  or  any  other  legitimate 
advantage,  even  though  they  may  know  that  such  action 
will  necessarily  cause  injury  to  the  business  of  their 
employers,  provided  such  abandonment  of  work  is  not  in 
violation  of  any  continuing  contract,  and  is  conducted  in 
a  lawful  manner,  and  not  under  such  circumstances  as  to 
wantonly  or  maliciously  inflict  injury  to  person  or  prop- 
erty. I.  Eddy  on  Combinations,  §  521 ;  Rogers  v.  Evarts, 
17  N.  Y.  Supp.,  264;  Farmers  Loan  &  Trust  Co.  v. 
Northern  Pacific  R.  R.  Co.,  60  Fed.  Rep.,  803." 

"A  combination  to  use  the  second,  third  and  fourth 
alleged  methods  of  obtaining  the  execution  of  the  agree- 
ments is  a  combination  to  compel  workmen  and  others. 
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by  threats  and  intimidation,  to  refrain  from  doing  that 
which  they  have  a  legal  right  to  do  and  is  criminal.  The 
use  of  such  means  is  made  a  criminal  offense  by  §  1296 
of  the  General  Statutes,  which  provides  that  'every  per- 
son who  shall  threaten,  or  use  any  means  to  intimidate 
any  person  to  compel  such  person,  against  his  will,  to  do 
or  abstain  from  doing  any  act  which  such  person  has  a 
legal  right  to  do,  or  shall  persistently  follow  such  person 
in  a  disorderly  manner,  or  injure,  or  threaten  to  injure, 
his  property  with  intent  to  intimidate  him,  shall  be  fined 
not  more  than  one  hundred  dollars,  or  imprisoned  not 
more  than  six  months'." 

"A  combination  to  use  the  fifth  alleged  means,  by  pre- 
venting such  employers  from  carrying  on  business  and 
ruining  and  destroying  their  business  and  property,  is 
equally  criminal,  both  at  common  law  (see  authorities 
above  cited)  and  under  the' statute  quoted." 

"The  language  or  conduct  which  will  constitute  the 
unlawful  use  of  threats  or  means  to  intimidate,  need  not 
be  such  as  to  induce  a  fear  of  personal  injury.  Any 
words  or  acts  which  are  calculated  and  intended  to  cause 
an  ordinary  person  to  fear  an  injury  to  his  person,  busi- 
ness or  property,  are  equivalent  to  threats.  State  v.  Don- 
aldson, 7,2  N.  J.  L.,  151 ;  Barr  v.  Essex  Trades  Council^ 
53  N.  J.  Eq.,  loi ;  Crump  v.  Commonwealth,  84  Va., 
927;  Rogers  v.  Evarts,  17  N.  Y.  Supp.,  264;  O'Neill  v. 
Behanna,  182  Pa.  St.,  236." 

"Upon  the  trial  of  the  present  case  the  contest  appears 
to  have  been  upon  question  of  fact  rather  than  of  law; 
upon  the  question  of  whether  violence,  threats  and  intimi- 
dation were  the  means  used  and  directed  by  the  defend- 
ants to  be  used,  rather  than  whether  proof  of  those  facts 
was  necessary  in  order  to  convict.  The  evidence  is  not 
before  us,  but  the  record  shows  that  witnesses  testified 
that  pickets  were  instructed  in  open  meetings  by  several 
of  the  defendants  to  use  violence  to  prevent  workmen 
from  continuing  in  the  employ  of  the  team  owners  and 
liverymen,  and  that  such  instructions  were  obeyed." 

"The  court  instructed  the  jury  that  the  information 
charged  a  criminal  conspiracy,  and  properly  defined  that 
offense,  in  the  language  of  the  opinion  in  State  v.  Gannon, 
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75  Conn.,  206;  that  the  right  of  the  defendants  and  others 
to  strike,  or  leave  the  service  of  their  employer  singly  or 
in  a  body,  even  though  they  believed  that  the  result  of  such 
action  would  be  to  bring  the  business  of  their  employers 
temporarily  to  an  end,  and  the  right  to  meet  together  and 
counsel  such  action,  were  unquestioned ;  that  if  the  only 
purpose  of  the  strike  was  to  procure  better  pay  or  shorter 
hours,  the  purpose  was  a  lawful  one,  but  that  the  defend- 
ants had  no  right  to  combine  to  accomplish  such  purpose 
by  means  of  a  crime ;  that  if  the  real  purpose  of  the  strike 
was  to  ruin  the  employer's  business  by  threats  and  intimi- 
dation it  was  unlawful,  and  that  a  conspiracy  for  that 
purpose  was  a  crime;  that  the  stationing  of  pickets  for 
the  purpose  of  obtaining  information  as  to  the  extent  of 
the  business  of  the  person  whom  the  picket  was  directed 
to  watch,  was  not  unlawful;  that  it  might  be  lawful  to 
attempt  to  induce  another  to  leave  his  employer's  service 
by  fair  arguments,  and,  also,  perhaps,  to  station  pickets  to 
ascertain  how  such  persons  might  be  reached  and  lawful 
means  employed  to  induce  them  to  leave  their  employers' 
service ;  that  it  was  the  right  of  members  of  these  unions 
and  other  drivers  to  refuse  to  drive  their  carriages  at  any 
time  and  was  lawful  for  the  defendants  to  solicit  the 
business  which  was  being  done  by  said  team  owners  and 
liverymen,  and  to  induce  their  customers  by  fair  means 
to  employ  the  defendants  and  their  friends;  but  that  a 
combination  to  do  these  things  by  threats  and  intimida- 
tion was  a  criminal  combination,  and  that  the  placing  of 
pickets  to  induce  one  to  leave  his  employer's  service  by 
threats  and  intimidation  was  unlawful;  but  that  the  de- 
fendants should  not  be  convicted  for  what  some  one  else 
had  done,  but  only  for  what  they  had  themselves  done; 
that  the  words  'threat'  and  'intimidation'  had  their  ordi- 
nary meaning  in  a  statute,  and  that  for  the  purpose  of 
this  case  a  threat  was  a  menace  of  such  nature  as  to  un- 
settle the  mind  of  the  person  upon  whom  it  operated." 

"There  is  no  error." 

"In  this  opinion  the  other  judges  concurred." 
These  two  decisions   have  determined  what,   legally, 
labor  organizations  may  do  and  what  they  may  not  do. 
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They  may  combine  to  demand  higher  wages  and  better 
conditions,  and  if  these  are  not  granted  they  may  strike; 
but  they  cannot  combine  to  injure  the  employer's  busi- 
ness, or  to  secure  the  acceptance  of  their  demands  by 
threats  or  attempts  to  injure  it.  They  may  withdraw 
their  services  and  patronage  from  an  employer,  but  they 
must  not  use  force  or  intimidation  to  induce  other  patrons 
to  do  likewise.  They  may  picket  an  employer's  place  of 
business  and  they  may  persuade  and  induce  his  employees 
to  leave  his  service,  but  they  have  no  right  to  use  force, 
threats,  or  intimidation  as  such  means  of  inducement,  or 
to  dictate  to  an  employer  whom  he  shall  employ.  In 
short  the  unions,  lawfully,  may  make  any  reasonable 
demands  of  employers  and  may  use  all  peaceful  means  to 
secure  their  fulfillment,  but  they  must  in  no  case  resort 
to  force,  threats  or  intimidation. 

The  construction  by  the  courts  as  to  what  actions  or 
words  constitute  conspiracy,  boycott,  threats  and  intimi- 
dation and  as  to  what  evidence  is  admissible  as  proving 
such  has  been  rigid ;  but  probably  not  too  much  so  for  the 
best  interests  of  the  public  or  for  that  of  the  unions  them- 
selves. They  are  still  able  to  go  to  reasonable  lengths 
to  secure  the  acceptance  of  their  demands.  In  the  past 
they  have  lost  more  than  they  have  gained  by  going 
farther. 

Organized  labor  has  been  trying  since  the  Glidden  case 
in  1886  to  get  the  conspiracy  act  amended  or  repealed, 
but  without  success.  The  boycott  in  any  extreme  form  is 
unpopular.  The  present  law  restrains  the  unions  from 
resorting  to  violence  and  destruction  of  property  as  means 
of  furthering  their  ends,  and,  in  this  respect  at  least, 
meets  popular  approval. 

Blacklisting.  —  The  conspiracy  law  restricts  unions 
from  going  to  extremes  in  strikes  and  boycotts.  Does  it 
render  them  unequal  in  their  controversies   with  their 
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employers  and  place  them  at  the  mercy  of  these  employ- 
ers? This  depends  upon  whether  like  or  equal  restric- 
tions have  been  placed  upon  the  employers. 

That,  in  practice,  the  conspiracy  law  is  not  equally 
restrictive  upon  employers  and  employees  cannot  be  dis- 
puted. A  boycott  to  be  effective  must  be  somewhat 
general.  To  make  it  so  agitation  through  the  press  or 
otherwise  is  necessary.  It  thus  becomes  more  or  less 
public,  and  a  conspiracy  of  employees  or  unions  to  boycott 
their  employers  can  be  discovered  and  traced  to  its  insti- 
gators easily.  It  is  otherwise  with  a  conspiracy  of  em- 
ployers to  blacklist  their  employees.  Its  success  does  not 
require  agitation  or  publicity,  but  the  reverse.  Knowl- 
edge of  it  can  be  confined  to  the  conspirators.  Overt 
acts  are  uncalled  for.  Such  a  conspiracy  is  not  easily 
detected,  and  when  detected  it  is  almost  impossible  to 
secure  evidence  that  will  secure  conviction.  Then  the 
employee,  or  his  union,  is  less  able  to  bear  the  expense 
of  a  suit  than  is  the  employer. 

The  writer  has  learned  of  but  one  case  in  this  State 
in  which  an  employee  brought  suit  against  his  employers 
for  a  conspiracy  to  blacklist  him.  This  case  arose  in  1886 
and  was  said  to  be  the  first  of  its  kind  in  the  whole  history 
of  American  jurisprudence.^  The  superintendent  of  the 
New  Haven  and  North  Hampton  Railroad  Company,  and 
the  assistant  superintendent  of  the  New  York,  New 
Haven  and  Hartford  Railroad  Company,  were  charged 
with  and  found  guilty  of  a  conspiracy  to  blacklist  an 
employee  who  voluntarily  had  left  the  employment  of  the 
New  Haven  and  North  Hampton  Railroad  Company  in 
what  the  superintendent  called  "a  mean  way,"  and  had 
secured  employment  with  the  New  York,  New  Haven 
and  Hartford  Railroad  Company.  After  a  few  days' 
work  in  his  new  position  the  man,  Thomas  F.  Meany, 
'New  Haven  Evening  Register,  January  8,  1887. 
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was  laid  off,  not  because  his  work  was  unsatisfactory, 
"but  solely  because  there  was  a  mutual  agreement  be- 
tween the  defendants  that  a  man  not  approved  by  one 
should  not  be  employed  by  their  respective  companies, 
so  far  as  they  had  control."^  "The  Court  held^  that  the 
defendants  had  a  common  design  to  hinder  the  complain- 
ant from  doing  his  work  and  earning  his  pay;  not  for 
good  reasons  connected  with  his  immediate  employment, 
but  for  reasons  originating  'from  excessive  courtesy'  be- 
tween them,  and  which  would  not  have  been  put  into 
operation  except  for  said  mutual  understanding,  which 
was  to  all  intents  and  purposes  a  'boycott'  upon  the  indi- 
vidual who  was  the  subject  of  the  conspiracy."^ 

In  the  trial  court  the  judge  apologized  for  finding  his 
distinguished  prisoners  guilty  and  fined  them  $50  each 
and  costs. 

After  the  decision  of  the  Glidden  case,  and  particularly 
after  the  decision  of  this  case,  labor  unions  recognized 
their  practical  inequality  before  the  law,  and  began  agita- 
tion for  a  blacklist  law  that  would  restrict  employers  as 
closely  as  the  conspiracy  law  restricted  them.  Led  by 
the  Connecticut  Branch  of  the  American  Federation  of 
Labor,  they  made  a  fight  in  1895  for  the  passage  of  a 
blacklist  law.  They  presented  and  advocated  to  the 
Committee  on  Labor  the  blacklist  law  of  Colorado.  A 
substitute  bill  (H.  B.  620)  was  recommended  by  the 
Committee,  but  it  was  amended  in  the  House  and  was 
finally  indefinitely  postponed  because  the  labor  union  men 
thought  the  amendment  destroyed  the  purpose  of  the  bill. 
In  1897  the  Colorado  law,  with  minor  changes,  was  again 
proposed  by  the  Legislative  Committee  of  the  Connecticut 

'  State  V.  Opdyke,  et  al.,  Wright  on  Criminal  Conspiracy  and 
American  Cases,  by  Carson,  p.  176,  1887. 

*  Case  not  found  in  any  of  the  court  reports.  See  previous  refer- 
ence and  the  New  Haven  Evening  Register,  1886,  Nov.  30,  Dec.  I,  10 
and  21 ;  1887,  Jan.  8. 
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Branch  of  the  American  Federation  of  Labor.  The  bill 
passed  was  scarcely  a  good  digest  of  the  Colorado  law. 
It  provides  (1897,  ch.  184,  and  1902,  G.  S.  sec.  1298) 
that: 

"Every  employer  who  shall  blacklist  an  employee  with 
intent  to  prevent  such  employee  from  procuring  other 
employment  shall  be  fined  not  more  than  two  hundred 
dollars." 

The  law  leaves  it  for  the  courts  to  decide  what  consti- 
tutes blacklisting.  They  have  not  done  this.  The  only 
penalty  is  a  fine  not  exceeding  $200,  while  in  the  case  of 
the  conspiracy  act  the  penalty  is  a  fine  not  exceeding 
$100  or  imprisonment  in  the  county  jail  not  exceeding 
six  months.  If  the  act  prohibiting  blacklisting  is  to  re- 
strict employers  as  much  as  the  conspiracy  act  restricts 
employees,  the  penalties  for  violation  should  be  the  same. 
In  practice  the  act  has  been  of  little  use.  Conviction  of 
an  employer  is  almost  as  difficult  under  it  as  under  the 
conspiracy  act.  Usually,  to  convict,  a  conspiracy  must 
be  shown  to  exist.  The  law  makes  no  provision  for  the 
punishment  of  attempts  to  blacklist.  These  can  only  be 
reached  under  the  conspiracy  law. 

Even  with  this  law  against  blacklisting  the  employees 
are  not,  in  this  respect,  on  an  equal  footing,  both  legally 
and  practically,  with  their  employers.  Whether  the  more 
close  restrictions  are  made  necessary  because  of  a  greater 
tendency  on  the  part  of  employees  and  their  unions  to 
go  to  extremes  and  infringe  upon  the  rights  of  others  is 
a  question  we  are  not  called  upon  to  answer  in  this  study. 
The  following  paragraphs  show  that  the  restrictions  upon 
employers  have  not  been  rigid  enough  to  prevent  abuses 
by  them. 

The  case  (State  v.  Opdyke  et  al.)  in  which  two  rail- 
road superintendents  were  convicted  of  a  conspiracy  to 
boycott  a  workman  has  been  referred  to.     Complaints  of 
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understandings  between  employers  for  blacklisting  pur- 
poses were  made  to  the  Bureau  of  Labor  Statistics  in 
iSSS.'^  The  report  of  the  same  bureau,  for  1890  (p.  27), 
in  speaking-  of  the  opinion  of  laboring  men  that  they  were 
being  blacklisted,  says : 

"Their  idea  is  illustrated  by  the  agreement  on  the  part 
of  employers  that  they  will  not  employ  a  laboring  man  or 
woman  discharged  from  another  employer  in  their  line, 
or  who  leaves  such  employer  without  his  consent  and 
approval.  It  would  be  difficult,  perhaps  impossible,  to 
find  recorded  evidence  of  such  agreements.  The  inter- 
ested parties  would  not  be  likely  to  permit  them  to  come 
to  the  eye  of  the  public.  That  such  agreements  do  exist, 
and  that  they  are  practically  carried  out,  is  undoubtedly 
true." 

The  Report  of  the  Legislative  Committee  of  the  Con- 
necticut Branch  of  the  American  Federation  of  Labor, 
1895,  says:^^ 

"The  passage  of  the  weaver's  bill  was  advocated  by 
men  who  are  blacklisted  by  the  manufacturers  for  reasons 
of  their  protests  on  unjust  fines.  .  .  .  They  also  ex- 
hibited by  written  and  printed  evidence  the  system  of 
blacklisting  carried  on  by  the  manufacturers  of  Rockville, 
and  proved  beyond  a  doubt  that  they  themselves  were 
victims  of  that  disreputable  practice  and  were  compelled 
to  seek  other  employment  in  order  to  earn  a  living." 

Li  1904  was  organized  in  Hartford  wdiat  is  now  the 
"Manufacturers'  Bureau  of  Hartford  County."  Its  ob- 
ject, as  read  from  its  constitution  by  its  secretary,  is  to 
assist  employers  in  securing  desirable  help  and  to  assist 
worthy  employees  in  securing  employment.  There  are 
thirty  factories  in  the  association.  According  to  the 
secretary  no  fee  is  charged  for  furnishing  employment. 
Briefly,  the  plan  is  this :  The  card  system  of  records  is 
used.     The  applicant  for  work  fills  out  a  comprehensive 

*  Report  Conn.  Bureau  of  Labor  Statistics,  1888,  p.  31. 
^^  Report  of  Annual  Convention  of  Connecticut  Branch  of  Ameri- 
can Federation  of  Labor,  1895,  P-  57- 
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information  card.  This  is  filed.  When  an  employer 
wants  help  he  informs  the  bureau,  and  it  furnishes  the 
hands.  When  the  applicant  for  work  is  placed,  a  card 
showing  where  he  is  employed,  his  wages,  etc.,  is  filled 
in  the  employment  office.  Should  he  leave  this  employ- 
ment a  leaving  card,  of  which  the  following  is  a  copy,  is 
at  once  sent  to  the  bureau  and  is  there  filled. 


NOTICE. 

Fill  out  blank  on  reverse  side  of  this  card  imme- 
diately should  any  workman 

LEAVE  YOUR  EMPLOYMENT. 

Be  careful  to  give  cause  for  discharge  or  his  reason 
for  quitting  if  possible,  and  also  rate  paid  him. 
Mail  at  once  to 

Manufacturers'  Bureau  of  Hartford  County, 
Arthur  E.  Corbin,  Secretary, 

847  Main  St.,  Room  38, 

Hartford,  Conn. 
(Quit  Card.)  (Over) 


Reverse  Side  of  Card. 


Clock  No 

name 

address 

Has  this  day  left  our  employ. 

Discharged,  quit  or  laid  off? 

Rate  paid 

Cause 

Ability  ? Steadiness  ? 

Firm  Name 

Date per 

(See  instructions  on  the  other  side.) 


By  this  card  system  the  bureau  keeps  track  of  a  man 
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and  his  record  from  the  time  that  he  first  appHes  for 
employment.  Should  he  leave  one  firm  of  the  association 
and  apply  to  another  for  work,  it  is  said  that  the  latter 
communicates  with  the  bureau  immediately  and  gets  the 
man's  record. 

Such  a  bureau  may  be  eflfective  of  much  good,  or  of 
much  evil.  If  properly  administered  it  may  be  very 
efifective  in  furnishing  employers  with  desirable  help  and 
in  securing  employment  for  worthy  employees.  On  the 
other  hand  it  places  in  the  hands  of  employers  the  most 
effective  information  and  machinery  for  blacklisting  em- 
ployees. If  it  is  used  for  this  purpose,  as  union  men  think 
it  sometimes  is,  it  can  be  effective  of  much  harm.  It  may 
be  tantamount  to  saying  that  if  an  employee  dissatisfies 
one  employer  of  the  association  he  cannot  work  for  any 
of  the  others.  The  injustice  of  such  an  assertion  is 
evident.  At  best  the  system  places  the  applicant  for 
employment  at  a  disadvantage  by  informing  his  prospec- 
tive employer  what  wages  he  received  at  his  last  place; 
and  knowledge  of  the  employee's  past  record  may  un- 
justly prejudice  a  new  employer  against  him. 

There  is  a  bureau  in  Bridgeport  similar  to  the  one  in 
Hartford.  Others  are  said  to  be  located  at  Springfield, 
Boston  and  Worcester  (in  Massachusetts),  and  New 
York.  These,  according  to  the  secretary  of  the  Hartford 
bureau,  are  loosely  associated  through  their  secretaries.^^ 

The  following  words  of  Commissioner  Hadley  make  a 
fitting  conclusion  for  this  chapter : 

"Blacklisting  by  a  combination  of  manufacturers  cor- 
responds to  boycotting  by  a  labor  organization.  Both  are 
fighting  measures.  Both  are  liable  to  abuse,  each  in  the 
same  way.  Each  becomes  an  instrument  of  industrial 
tyranny  the  moment  it  is  thus  abused.    A  man  who  advo- 

"  Union  men  say  these  associations  are  members  of  a  larger  asso- 
ciation, the  "Parry  Association,"  or  National  Association  of  Manu- 
facturers, with  its  headquarters  at  Cincinnati,  Ohio. 
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cates  blacklisting  has  no  right  to  complain  if  he  is  boy- 
cotted. A  man  who  advocates  boycotting  has  no  right 
to  complain  if  he  is  blacklisted.  But  the  community 
cannot  safely  endure  the  irresponsible  exercise  of  either 
system."^^ 

'*  Report  Conn.  Bureau  of  Labor  Statistics,  1885,  p.  78. 


CHAPTER  VI. 

FREE  PUBLIC  EMPLOYMENT  BUREAUS. 

Along  with  the  growth  of  the  factory  system  in  the 
United  States,  and  the  rise  of  a  wage-earning  class,  has 
arisen  the  problem  of  unemployment.  A  new  invention, 
the  closing  of  a  factory,  or  a  slight  trade  depression  may 
throw  hundreds  of  workmen  out  of  employment.  They 
are  dependent  upon  their  daily  wages  for  bread  and  must 
have  new  employment  or  suffer.  On  the  other  hand,  the 
introduction  of  an  additional  process,  the  building  of  a 
new  factory,  or  more  prosperous  trade  may  call  for  addi- 
tional helpers.  Unless  the  employer  finds  the  needed 
workmen,  and  unless  the  unemployed  workmen  find  em- 
ployment, there  is  an  economic  loss,  not  only  to  the 
employer  and  the  workmen,  but  to  society  at  large.  Often 
these  two  parties  will  not  find  each  other  without  the 
assistance  of  an  intermediary  agent.  To  supply  this  need 
private  intelligence  offices  have  sprung  up  all  over  the 
country,  and  many  of  the  States,  including  Connecticut, 
have  established  free  public  employment  bureaus. 

Before  beginning  a  discussion  of  the  Connecticut  bu- 
reau it  may  be  well  to  inquire  whether  these  States  were 
justified  in  establishing  free  public  employment  bureaus. 
For  this  purpose  we  may  divide  that  part  of  the  popula- 
tion that  has  no  means  of  support,  except  through  its 
labor,  into  the  following  classes : 

1.  The  employed, 

2.  The  unemployed, 

3.  The  unemployable. 

Plainly  the  employed  have  no  need  of  a  bureau,  public 
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or  private.  Neither  have  the  unemployable — the  men 
and  women  who  are  so  weak  mentally  or  physically  as  to 
be  unfit  for  any  labor.  Those  of  the  second  class  are  the 
only  ones  who  have  any  need  of  employment  bureaus.. 
What  part  of  this  class  has  need  of  a  free  public  bureau  ? 
Evidently  those  who  have  the  intelligence  and  means  to 
secure  employment,  either  through  their  own  efforts  or 
with  the  assistance  of  a  private  bureau,  have  no  pressing 
need  for  a  free  public  bureau.  In  fact,  such  a  bureau,  by 
rendering  them  less  dependent  on  their  own  resources, 
may  prove  to  be  a  harm  rather  than  a  benefit  to  them. 

Between  the  unemployable — who  are  objects  for  char- 
ity, public  or  private, — and  those  who  are  capable  and 
should  be  forced  to  carry  on  an  independent  existence, 
there  is  a  large  number  of  people  who,  because  of  old  age. 
destitution,  ignorance,  loss  of  hope,  lack  of  self-confi- 
dence, etc.,  are  hovering  between  independence  on  the  one 
hand  and  poverty  and  charity,  or  crime,  on  the  other. 
They  are  employable  but  unable  of  themselves  to  secure 
employment.  This  is  the  class  that  needs  the  assistance 
of  a  public  employment  bureau.  This  class  should  not  be 
permitted  to  fall  to  the  class  of  the  unemployable.  If 
they  are  not  employed  there  is  a  great  waste  of  labor 
power,  as  well  as  much  suffering,  increased  pauper  ex- 
penses, and  other  grave  social  evils.  It  is  to  the  interest 
of  society  to  get  them  at  work.  Do  they  constitute  a 
large  enough  portion  of  the  unemployed  to  justify  the 
institution  of  employment  bureaus  for  this  purpose? 

A  free  public  employment  bureau  is  a  tax  upon  all, 
while  comparatively  only  a  few — the  employers  and  em- 
ployees who  patronize  it — receive  a  direct  benefit.  Is  the 
indirect  benefit  to  society  as  a  whole  great  enough  to 
justify  the  imposition  of  this  tax?  As  has  been  said,  only 
that  part  of  the  unemployed  which,  without  public  assist- 
ance, would  fall  into  the  class  of  the  unemployable,  con- 
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stitutes  an  employment  problem  which  it  is  the  duty 
and  interest  of  the  State  to  solve.  Unless  the  State  is 
to  enter  upon  a  socialistic  regime,  there  is  no  reason  why 
it  should  enter  into  competition  with  private  agencies  in 
securing  employment  for  the  others. 

We  have  no  way  of  determining  the  number  of  such 
unemployed  persons  in  Connecticut  at  the  time  of  the  es- 
tablishment of  its  bureaus  in  190 1.  In  1902  the  bureaus 
secured  7,679  positions.  Doubtless  many  of  these  appli- 
cants were  repeaters.  As  all  applicants  were  received, 
many  of  them  would  not  fall  within  the  limits  of  the  prob- 
lem as  we  have  defined  it.  The  number  that  would  do  so, 
after  making  proper  allowances,  probably  did  not  exceed 
2,500  different  persons.  If  we  divide  the  entire  cost  of 
maintaining  the  bureaus^  among  these  2,500,  we  find  that, 
if  our  estimates  are  fair,  it  cost  the  State  approximately 
four  dollars  each  to  furnish  situations  for  them  for  one 
year.  This,  of  course,  is  but  a  rough  estimate.  If  it  even 
approximates  the  truth,  the  State  could  well  afford  the 
outlay,  to  prevent  these  2,500  people,  or  any  large  pro- 
portion of  them,  from  falling,  even  for  one  year,  into  the 
unemployable  class. 

In  the  opinion  of  the  writer  the  establishment  by  the 
State  of  free  public  employment  bureaus,  which  will  be 
patronized  by  only  a  small  proportion  of  the  people  but 
supported  by  all,  must  be  justified  by  the  reasons  given  in 
the  previous  paragraphs.  However,  in  Connecticut  and 
in  many  of  the  other  States,  there  was  another  reason 
which  was  urged  as  strongly  as  any  of  these  and  which 
probably  had  as  much  influence  in  securing  their  estab- 
lishment. This  was  the  corruption  in  the  existing  private 
agencies.  Their  corrupt  practices  were  sufficient  reason 
to  license  and  regulate  them,  but  hardly  sufficient  to 
justify  the  establishment  of  free  public  bureaus. 

^This  was  $9,894.13,  in  1902. — Report  Comptroller,  1902,  p.  115. 
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In  1900  there  were  forty-four  private  employment 
agencies  in  Connecticut.  Corrupt  practices  were  common 
among  them.^  Often  exorbitant  fees  were  charged 
whether  employment  was  furnished  or  not.  They  preyed 
upon  the  ignorant  and  helpless  and  often  took  their  last 
dollar  without  securing  them  employment.  The  Report 
of  the  Bureau  of  Labor  Statistics,  1900  (pp.  192,  193), 
says: 

"Many  of  the  private  institutions  are  so  notoriously 
selfish  that  great  wrongs  are  done  the  employers  and 
employees.  .  .  .  It  is  a  matter  of  common  knowledge 
that  the  private  intelligence  offices  take  the  last  dollar  a 
poor  unemployed  person  has,  send  the  party  to  some  place 
which  is  in  collusion  with  the  office,  the  employment  hun- 
ter is  told  that  the  vacancy  there  has  just  been  filled  and 
help  no  longer  is  needed,  and  the  victim  has  lost  his 
money  and  his  pains." 

These  private  offices  were  conducted  for  profit,  with 
little  heed  to  the  public  good.  Their  fees  were  high,  their 
service  poor. 

The  Commissioner  of  the  Bureau  of  Labor  Statistics, 
in  his  reports  for  1899  and  1900,  advocated  strongly  the 
establishment  of  free  public  bureaus.  The  law  establish- 
ing them  was  passed  by  the  legislature  of  1901.  There 
was  no  opposition  to  the  bill.  It  was  endorsed  generally 
by  the  people  of  the  State,  and  the  labor  organizations 
presented  to  the  General  Assembly  115  petitions  favoring 
it.^  The  law  (ch.  100)  provided  for  the  establishment 
of  a  free  public  bureau  in  each  of  the  cities  of  New 
Haven,  Hartford,  Bridgeport,  Norwich  and  VVaterbury, 
to  be  under  the  supervision  of  the  Commissioner  of  the 
Bureau  of  Labor  Statistics,  who  was  authorized  to  ap- 
point superintendents  for  them,  and  fix  the  salaries  of  the 

^  Reports  Conn.  Bureau  of  Labor  Statistics,  1899,  1900. 
^  Report  Annual  Convention  Conn.  Branch  of  American  Federa- 
tion of  Labor,  1901. 
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same.  The  total  expense  for  each  bureau  was  limited  to 
two  thousand  dollars  a  year. 

The  other  sections  of  the  act  (sees.  2-10)  relate  to  the 
licensing  of  private  agencies.  An  employment  agency 
(sec.  2)  is  defined  as  any  agency  where  a  fee  is  received 
for  procuring  a  situation  of  any  kind,  or  for  procuring 
or  providing  help  for  any  person,  except  procuring  em- 
ployment for  school  teachers.  No  person  (sec.  3)  is 
permitted  to  carry  on  such  an  employment  agency  unless 
he  shall  be  licensed  by  the  Commissioner  of  the  Bureau 
of  Labor  Statistics.  The  license  fee  is  ten  dollars  for 
the  first  year  and  five  dollars  for  each  succeeding  year. 
Each  licensee  (sec.  4)  is  required  to  give  bond  in  the 
penal  sum  of  five  hundred  dollars  for  his  faithful  compli- 
ance with  the  act.  He  must  (sec.  5)  keep  a  register  of 
all  applicants  for  work,  and  of  all  applicants  for  help,  and 
such  register  must  be  open  to  the  inspection  of  the  Com- 
missioner of  the  Bureau  of  Labor  Statistics  or  his  agents. 
The  fee  for  procuring  employment  must  not  exceed  two 
dollars  (sec.  6).  A  receipt  must  be  given  the  applicant 
for  this  fee  and,  in  case  he  does  not  procure  employment 
through  the  agency  within  one  month,  it  must  be  returned 
to  him  on  demand.  No  such  licensed  person  shall  send 
any  female  to  any  place  of  bad  repute,  or  publish  any 
false  notice,  or  give  any  false  information  concerning 
employment,  or  make  false  entries  in  his  register  (sec. 
7).  The  Commissioner  of  the  Bureau  of  Labor  Statistics 
is  required  to  look  after  the  enforcement  of  the  act  and 
report  violations  to  the  proper  prosecuting  officer  (sec. 
8).  Violations  are  punishable  by  a  fine  not  exceeding 
one  hundred  dollars. 

Li  the  revision  of  1902  (G.  S.  sees.  4608-4614)  the 
law  is  unchanged,  except  that  the  provision  of  the  law 
of  1 90 1  which  exempted  from  the  law  agencies  engaged 
in  procuring  employment  for  school  teachers  is  omitted. 
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This  exception  was  re-enacted  in  1905  (ch.  148).  It  is 
not  possible  to  procure  such  positions  for  the  two  dollar 
fee  to  which  the  licensed  agencies  are  limited.  In  1903 
(ch.  33)  the  Commissioner  of  the  Bureau  of  Labor  Sta- 
tistics was  authorized  to  establish  branch  public  employ- 
ment bureaus  under  the  direction  of  the  five  established 
bureaus.     None  such  have  been  started. 

While  the  good  work  done  by  the  free  public  employ- 
ment bureaus  has  justified  their  establishment,  there  has 
always  been  a  lack  of  general  public  interest  in  them  and 
their  work.     They  have  not  been  liberally  patronized  by 
those  looking  for  employment  or  by  those  looking  for 
help.    Manufacturers,  especially,  have  refused  to  patron- 
ize them,  and  consequently  they  have  placed  compara- 
tively few  shop  hands  and  mill  operatives.     The  lack  of 
interest  on  the  part  of  the  employing  public  no  doubt  has 
been  due  largely  to  ignorance  of  the  existence  and  work 
of  these  bureaus.    The  law  provides  for  only  one  man  at 
each  office.     His  time  is  taken  up  with  the  routine  office 
work,  and  he  has  little  time  to  visit  employers  personally, 
and  interest  them  in  the  work  of  the  bureau.     The  lack 
of  patronage  by  manufacturers  is  doubtless  due  largely 
to  the  classes  of  help  that  can  be  furnished  by  the  bureaus. 
But  few  skilled  workmen  apply  to  them  for  situations, 
and  hence  they  can  seldom  furnish  the  class  of  help  most 
needed  by  the  factories.     Then,  in  the  case  of  women 
servants  and  farm  hands,  it  must  be  remembered  that 
those  who  are  most  frequently  out  of  work  and  those 
who  have  the  greatest  need  for  the  assistance  of  an  em- 
ployment bureau  are  not,  as  a  rule,  the  most  desirable 
class  of  help. 

The  following  table  shows  the  number  of  applications 
for  situations,  the  number  of  applications  for  help,  and 
the  number  of  positions  secured  by  the  five  bureaus  for 
each  of  the  years  190 1- 1905  : 
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OPERATION  OF  THE  FIVE  FREE  PUBLIC  EMPLOYMENT 
OFFICES  OF  CONNECTICUT,   1901  TO  1905.* 


1901 

1902 

1903 

1904 

1905 

(Five  Months) 

Situations  wanted  ; 

Males, 

2,820 

6,761 

6.165 

5-35o|   4,504 

Females, 

2,922 

7,437 

7,043 

7,374 

7,227 

Total, 

5,742 

14,198 

13,208 

12,724 

11,730 

Help  Wanted  : 

Male, 

1. 137 

3,268 

3,306 

2,667 

3,256 

Female, 

2,733 

7,698 

7,422 

6,616 

6,860 

Total, 

3,870 

10,996 

10,728 

9,283 

io,ii6 

Positions  Secured  : 

Males, 

1,083 

2,873 

3,013 

2,506 

2,994 

Females, 

2,058 

4,806 

5,167 

5,369 

5,700 

Total, 

3,141 

7,679 

8,180 

7,875 

8,694 

It  will  be  noticed  that  the  number  of  applications  for 
situations  by  males  has  declined  rapidly,  while  the  num- 
ber of  applications  by  females  has  remained  more  steady. 
There  has  been  a  gradual  decline  in  the  total  number  of 
applicants.  Over  two-thirds  of  the  requests  for  help  have 
been  for  females.  The  total  number  of  such  requests,  on 
the  whole,  has  been  declining  gradually.  Almost  two- 
thirds  of  the  positions  secured  have  been  for  females. 

Such  figures  must  be  interpreted  with  care.  The  de- 
cline in  the  number  of  applications  for  situations  and  for 
help  does  not  necessarily  indicate  a  loss  of  confidence  in 
the  bureaus  on  the  part  of  the  public,  or  inefficiency  of  the 
bureaus.  Such  a  decline  may  be  due  largely  to  the  con- 
tinued prosperity,  and  to  the  present  stability  of  industry 
in  the  State,  both  of  which  have  decreased  the  need  of 
employment  bureaus. 

The  following  table  shows  that  there  has  been  but  little 
change  in  the  percentage  of  applicants  for  whom  situa- 
tions were  secured.     It  shows,  also,  that  places  can  be 

*  Reports  Conn.  Bureau  of  Labor  Statistics,  1901,  p.  232;  1902,  p. 

557 ;  1903,  p-  481 ;  1904,  p.  493 ;  1905,  p-  205. 
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found  for  females  much  more  readily  than  for  males.  The 
percentage  of  applicants  to  whom  help  was  furnished 
shows  a  healthy  increase. 

SITUATIONS  SECURED  AND  HELP  FURNISHED,  BY 
PERCENTAGE  OF  APPLICANTS.^ 


Year 

Situations  Secured 

Help 

Male 

Female 

Total 

Furnished 

Five  Months  1901, 

38.40 

70.43 

54.7 

81.16 

1902, 

42.49 

64.62 

54.8 

70.00 

1903, 

48.00 

73- 00 

62.0 

76.25 

1904, 

46.84 

72.81 

61.89 

84.83 

1905, 

66.47 

78.88 

74.12 

85.94 

The  next  table,  giving  the  number  of  situations  secured 
in  certain  occupations,  shows  that  the  work  of  the  bureaus 
is  confined  very  largely  to  securing  situations  for  the 
different  classes  of  women  servants  and  for  farm  hands. 
Over  eighty-one  per  cent,  of  the  situations  furnished 
women  have  been  in  these  servant  positions.  Only  four 
per  cent,  of  the  women  placed  have  been  shop  hands. 
Almost  thirty-six  per  cent,  of  the  males  placed  have  been 
farm  hands.  Only  a  small  per  cent,  of  the  positions 
secured  have  been  for  laborers  and  shop  hands. ^  The 
three  classes,  farm  hands,  laborers,  and  shop  hands,  com- 


"  Reports  Conn.  Bureau  of  Labor  Statistics,  1901,  p.  232 ;  1902, 
p.  557;  1903,  PP-  473,  474:  1904,  P-  493;  1905,  p.  205. 

'In  1903  II. 3  per  cent.,  in  1904  10.2  per  cent.,  and  in  1905  14.1  per 
cent,  of  the  situations  secured  for  males  were  as  machine  hands  or  at 
other  factory  work. — Report  Conn.  Bureau  of  Labor  Statistics,  1905, 
p.  198. 
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prise  over  fifty-two  per  cent,  of  all  males  securing  em- 
ployment through  the  bureaus.''^ 

Situations  Secured.* 

Male:  1901.*  1902.  1903.  1904.  1905. 

Farm  hands    343  886  1,098  1,086  1,070 

Per  cent  of  total  for  year 31.7  30.8  36.4  43.3  35.7 

Laborers    158  165  194  210  387 

Per  cent,  of  total  for  year 14.6  5.7  6.4  8.4  12.9 

Shop  hands    56  324  I57  I55  257 

Per  cent,  of  total  for  year 5.2  11.3  5.2  6.2  8.1 

Total  number  557      1,375      i,449      i,45i       i.7i4 

Per  cent,  of  total  for  year 51.5        47.8        48.0        57.9        57.3 

Female: 

Chambermaids    34  97  199  161  84 

Cooks    183  409  416  449  375 

General  housework 1,110  2,311  2,290  2,453  2,465 

Housekeepers    52  163  154  120  126 

Kitchen  help  127  231  219  257  417 

Laundresses    55  178  181  340  356 

Second  girls   70  241  195  134  217 

Waitresses    I55  382  443  4S6  501 

Total  number  1,786      4,012      4,097      4,370      4,541 

Per  cent,  of  total  for  year 86.8        83.5        79-3        81.4        79.7 

Shop  hands  49         I73         i57         229         315 

Per  cent,  of  total  for  year 2.4  3.6  3.0  4.3  5-5 

Although  Connecticut  is  primarily  a  manufacturing 
State  and  although  the  large  mass  of  her  laboring  people 
are  employed  in  the  different  manufacturing  industries, 
the  above  table  shows  that  the  free  public  employment 

'  "Since  July  I,  1901,  when  the  offices  were  first  instituted,  situa- 
tions have  been  secured  for  48.71  per  cent,  of  the  male,  72.18  per  cent, 
of  the  female  and  61.75  per  cent,  of  all  applicants  for  employment. 
During  the  same  period  help  has  been  furnished  to  78-93  Per  cent,  of 
all  applicants  for  the  same." — Report  Conn.  Bureau  of  Labor  Sta- 
tistics, 1905,  p.  205. 

*  Compiled  from  reports  of  the  Connecticut  Bureau  of  Labor  Sta- 
tistics, 1901-1905. 

'  For  five  Months  only. 
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bureaus  have  secured  employment  for  but  few  of  these 
factory  people.  However,  the  classes  that  constitute  for 
the  State  the  real  problem  of  the  unemployed  are  not  com- 
posed to  any  large  extent  of  factory  workers.  If  the  pub- 
lic employment  offices  furnish  situations  for  a  large  part 
of  those  who  do  constitute  this  problem,  it  is  no  reason 
for  discouragement  to  find  that  their  services  are  limited 
largely  to  this  class. 

The  following  table  shows  the  cost  of  the  public  em- 
ployment bureaus  to  the  State,  and  the  cost  per  situation 
secured : 

Total  No.  of ,, '   Cost  per 


Year 

Five  months   1901 

Total  cost 
of  Bureaus'" 

...    $2,393-56 

Situations 
Secured"  ,  ] 

3,141 

^Situation 
i  Secured 
$0.76" 

1902 

...       9,894-13 

7,679 

1.29 

1903..., 

.  ,  .       9,307.20 

8,180 

1. 14 

1904..., 

.  .  .      8,608.70 

7,875 

1.09 

1905..., 

...       8,974-87 

8,694 

1-03 

That  part  of  the  law  of  1901  which  relates  to  the 
licensing  of  private  employment  bureaus  has  been  effec- 
tive of  much  good.  The  number  of  such  offices  has 
varied  little.  In  1900  there  were  forty-four  of  them,^^  in 
1903  the  number  licensed  was  forty-seven,  in  1904  forty- 
four,  and  in  1905  forty-three.  Although  there  has  never 
been  a  careful  examination  of  these  bureaus  and  their 
registers  by  the  Commissioner  of  the  Bureau  of  Labor 
Statistics  or  his  agents,  complaints  against  them  have 

"Comptroller's  Reports,  1901-1905. 

"  Reports  of  Conn.  Bureau  of  Labor  Statistics,  1901-1905. 

"  The  Report  of  the  Conn.  Bureau  of  Labor  Statistics,  1901,  p. 
186,  gives  $5,412.31  as  the  expense  of  the  bureaus  for  the  first  five 
months.  This  would  make  the  cost  per  situation  secured  $1.72.  This 
difference  is  due  to  the  difference  in  time  of  closing  the  respective 
reports.  It  affects  the  cost  per  situation  secured  in  1902  also,  but 
since  then  the  figures  given  above  should  be  approximately  correct. 

"  Report  of  Conn.  Bureau  of  Labor  Statistics,  1900,  p.  164. 
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been  comparatively  few  since  they  have  been  Hcensed. 
They  seem  to  be  of  a  better  class  than  formerly,  and  to 
be  carrying  on  their  business  more  honestly.  However, 
an  annual  examination  of  them  and  their  registers  might 
be  beneficial,  and  could  do  no  harm. 


CHAPTER  VII. 

MEDIATION    AND    ARBITRATION. 

In  1895  a  resolution  was  presented  to  the  General 
Assembly  calling  for  the  appointment  of  a  State  Board 
of  Arbitration  for  the  consideration  of  labor  disputes. 
At  the  hearing  before  the  Committee  on  Labor  the  legis- 
lative committee  of  the  Connecticut  Branch  of  the  Amer- 
ican Federation  of  Labor  introduced  the  New  York  State 
Law  on  Arbitration.  This  law  provided  for  local  and 
State  boards.  "The  Committee  on  Labor  recommended 
the  passage  of  the  sections  relating  to  a  State  Board, 
believing  that  by  simplifying  the  bill  its  chances  for 
adoption  by  the  General  Assembly  would  be  promoted. 
.  .  .  "^  At  the  hearing  the  bill  was  warmly  supported 
by  the  representatives  of  organized  labor.  It  passed  the 
house  without  opposition,  but  met  some  opposition  in  the 
Senate. 

This  law  (1895,  ch.  239)  provides: 
that  the  governor  shall  appoint  a  state  board  of  media- 
tion and  arbitration,  to  consist  of  three  persons,  each  to 
hold  office  for  two  years;  one  to  be  selected  from  the 
party  which  at  the  last  general  election  cast  the  largest 
vote  for  governor,  one  from  the  party  that  cast  the  next 
largest  vote  for  governor,  and  the  third  from  a  bona  fide 
labor  organization  of  the  State.  The  clerk  or  secretary 
of  the  board  may  issue  subpoenas,  administer  oaths  in  all 
cases  before  the  board,  and  call  for  and  examine  the 
books,  papers  and  documents  of  the  parties  to  such  cases. 
In  case  of  a  dispute  between  an  employer  and  his  em- 
ployees they  may  submit  it  to  the  board.     In  such  case 

^  Report  Annual  Convention  Conn.  Branch  American  Federation 
of  Labor,  1895. 
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the  board  shall  proceed  to  the  locality  and  inquire  into 
the  cause  of  the  dispute.  The  parties  shall  submit  to  the 
board  a  written  statement  of  their  grievances  and  com- 
plaints and  agree  to  continue  in  business,  or  at  work, 
until  the  decision  of  said  board  is  rendered.  The  board 
shall  then  investigate  the  case  thoroughly,  and  take  testi- 
mony in  relation  thereto,  and  shall  have  power  to  admin- 
ister oaths,  and  to  issue  subpoenas  for  the  attendance  of 
witnesses,  and  the  production  of  books  and  papers.  The 
decision  shall  be  made  within  ten  days  after  the  close  of 
the  investigation,  and  a  copy  shall  be  served  on  each  of 
the  parties.  Whenever  a  strike  or  lockout  shall  occur  or 
is  seriously  threatened,  the  board  shall  proceed  to  the 
locality  and  communicate  with  the  parties  to  the  dispute 
and  endeavor  to  effect  an  amicable  settlement  of  it.  The 
board  shall  make  a  report  to  the  governor  annually.  The 
members  shall  receive  as  compensation  five  dollars  per 
day  and  expenses. 

The  law  is  the  same  to-day  (G.  S.  1902,  sees.  4708- 

4713)- 

This  act,  with  its  eight  sections,  is  quite  formidable 

looking  on  the  statute  book.  One  is  surprised  to  find  that 
the  board  for  which  it  provides  has  been  all  but  a  farce. 
In  1896  it  was  "called  to  act  in  an  official  capacity  in  but 
one  instance,"  and  failed  to  effect  a  settlement  in  this 
one,^  In  1897  the  report  of  the  Bureau  of  Labor  Sta- 
tistics (p.  12)  said: 

"The  State  Board  of  Mediation  and  Arbitration  have 
prepared  no  official  report,  the  services  of  the  Board  not 
having  been  required  for  the  adjustment  of  difficulties 
between  employer  and  employed," 

Nothing  more  is  recorded  of  the  Board  until  1903, 
when  it  made  its  first  report.    In  this  report  it  says : 

"No  reports  or  records  of  the  action  of  the  former 
board  have  come  to  us,  and  we  are  informed  by  the  Sec- 
retary of  that  Board  that  none  are  in  existence." 

Since,  previous  to   1903,  the  Board  had  nothing  to 

"  Report  Conn.  Bureau  of  Labor  Statistics,  1896,  p.  14. 
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report  except  failures,  we  are  not  surprised  at  their  con- 
tinued violation  of  that  part  of  the  act  which  required 
them  to  report  to  the  governor  annually. 

In  1903  the  Board  arbitrated  its  first  and  only  case. 
This  was  a  dispute  between  the  Master  Bakers'  Associa- 
tion of  New  Haven  and  Union  No.  11  of  the  journeyman 
bakers  of  the  same  place.  Not  a  large  number  of  men 
was  concerned.  They  had  struck  and  their  places  had 
been  filled  largely  by  non-union  men.  Both  parties  to 
the  dispute  accepted  the  decision  of  the  Board,  which, 
among  other  things,  provided  that  the  master  bakers 
should  employ  only  union  men.  A  disagreement  arose, 
later,  over  the  proper  interpretation  of  this  provision. 
The  master  bakers  held  that  it  referred  only  to  men  em- 
ployed in  the  future,  while  the  union  claimed  that  under 
this  provision  the  non-union  men  employed  during  the 
strike  should  be  discharged.  The  Board  decided  this 
point  in  favor  of  the  union,  and  some  of  the  shops  with- 
drew from  the  Master  Bakers'  Association  rather  than 
abide  by  the  decision.^  The  Board  recognized  that  in 
this  case  its  efforts  were  not  wholly  successful.  Its  report 
for  this  year  says : 

"Summarizing  its  work  for  the  few  months  it  has  been 
in  existence,  the  Board  has  arbitrated  one  important  case 
of  labor  difficulty  with  a  substantial  measure  of  success." 

"In  a  number  of  other  cases  it  has  exerted  an  influence, 
which  is  believed  to  have  contributed  somewhat  to  the 
settlement  of  controversies,  and  the  amelioration  of  trou- 
ble-breeding conditions,  although  such  influence  was  not 
conspicuous  or  measurable." 

The  report  of  the  Board  for  1904  says : 

"In  no  instance  has  the  Board  been  called  upon  to 
arbitrate  any  contention.  ..."  "Whatever  of  good 
the  Board  may  have  accomplished  this  year  has  been  by 
the  influence  it  has  been  able  to  exert  through  suggestions 

"  Report  State  Board  of  Mediation  and  Arbitration,  1903. 
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which  carry  weight  because  of  the  fact  that  it  is  the  rep- 
resentative of  the  interest  which  the  general  public  has 
in  any  and  every  labor  trouble." 

Thus,  at  the  end  of  nine  years,^  1896- 1904,  the  State 
Board  of  Mediation  and  Arbitration  has  to  its  credit  the 
partial  settlement  of  one  small  strike,  and  whatever  of 
general  influence  it  may  have  exerted  in  a  few  other  cases. 
The  partial  settlement  of  this  one  small  strike  and  this 
general  influence  have  cost  the  State  $889.37.^  Plainly, 
mediation  and  arbitration  in  this  State  have  failed. 

Why  has  arbitration  been  so  unsuccessful  in  Connec- 
ticut? This  has  been  due  largely  to  a  lack  of  confidence 
in  the  Board.  Neither  employers  nor  employees  have 
had  confidence  in  it.  Where  the  Board  has  tendered  its 
services  usually  it  has  been  informed  that  they  were  not 
desired.  There  has  been  little  public  interest  in  arbitra- 
tion. The  sentiment  of  the  public  has  been  to  allow  em- 
ployers and  employees  to  settle  their  difiiculties  in  their 
own  way,  without  public  interference. 

The  Board  has  been  a  failure.  In  Connecticut  em- 
ployers and  employees  are  going  on,  settling  their  dis- 
putes in  the  old  way.  This  is  regrettable.  Strikes,  boy- 
cotts, lockouts,  blacklisting,  etc.,  are  war  measures,  and 
are  recognized  as  such,  even  by  the  most  radical  of  those 
who  resort  to  them.  These  men  do  not  justify  the  use 
of  such  measures  except  as  a  last  resort.  They  are 
recognized  by  all  as  being  crude  weapons  for  civilized 
men  to  wield.  How  a  contest  between  employees  and 
their  employer  will  be  settled,  where  such  weapons  are 
used,  often  depends  on  which  is  the  stronger,  the  anarchy 
on  the  one  side  or  the  monopoly  on  the  other.  The  pres- 
ent tendency  in  the  civilized  world  is  toward  arbitration, 
reasoning,   and  the  peaceable  adjustment  of  labor  dis- 

*  The  report  for  1905  was  not  published  when  this  was  written. 
°  Reports  of  Comptroller,  1897-1904. 
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putes,  and  away  from  this  barbaric  and  destructive  settle- 
ment by  brute  force. 

Another  reason  why  arbitration  has  failed  in  Connec- 
ticut is  that  the  people  have  not  exerted  their  influence 
and  demanded  that  there  be  an  attempt  to  settle  labor 
disputes  in  a  civilized  manner.  They  have  not  become 
convinced  themselves,  and  hence  have  not  tried  to  con- 
vince others,  that  they  are  a  party  to  any  dispute  which 
threatens  the  general  welfare.  On  this  question  of  public 
right  in  private  property,  Chief  Justice  Waite,  of  the 
Supreme  Court  of  the  United  States,  held  that, 

"Property  does  become  clothed  with  a  public  interest 
when  used  in  a  manner  to  make  it  of  public  consequence, 
and  to  affect  the  community  at  large.  When,  therefore, 
one  devotes  his  property  to  a  use  in  which  the  public  has 
an  interest,  he,  in  effect,  grants  to  the  public  an  interest 
in  that  use,  and  must  submit  to  be  controlled  by  the 
public  for  the  common  good,  to  the  extent  of  the  interest 
he  has  thus  created.  He  may  withdraw  his  grant  by  dis- 
continuing the  use;  but  so  long  as  he  maintains  the  use, 
he  must  submit  to  the  control."^ 

Whatever  objections  there  may  be  to  the  general  ac- 
ceptance of  this  principle,  there  is  little  question  but  that 
the  State,  legally,  may  declare  itself  a  party  to  every 
dispute  in  which  a  corporation,  created  by  the  State  or 
doing  business  by  permission  of  the  State,  is  concerned. 
This  legal  right  of  the  State  is  strengthened  by  a  natural 
one,  where  the  corporation  has  been  granted  a  franchise 
of  a  monopolistic  nature,  such  as  that  of  a  street  railway 
company.  The  State  may  dictate  the  plane  upon  which 
corporations,  at  least,  shall  settle  their  disputes  with  their 
employees.  It  is  very  questionable  whether  it  has  any 
right  to  dictate  such  terms  to  members  of  a  non-incor- 
porated labor  union. 

The  people  have  a  right  to  continuous  service  from  these 


Quoted  in  North  Amer.  Rev.,  175  :  598. 
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quasi-public  corporations.  To  enforce  this  right  and  to 
protect  public  interests,  compulsory  arbitration,  theoreti- 
cally, is  justifiable  and  proper.  But  while,  theoretically, 
compulsory  arbitration  in  such  cases  is  justifiable,  practi- 
cally, it  should  not  be  attempted  in  Connecticut  at  the 
present  time.  Voluntary  arbitration  is  first  in  the  natural 
order  of  progress.  Individualism  and  love  of  personal 
liberty  are  still  too  strong  among  all  classes  in  this  coun- 
try for  compulsory  arbitration  to  be  acceptable.  Neither 
employees  nor  employers  are  strongly  in  favor  of  it  as 
a  means  of  settling  their  difficulties.  This  lack  of  con- 
fidence in  its  justice  and  efficiency  by  those  it  would 
primarily  affect  would  prove  a  formidable  obstacle  to  its 
success.'^  Then,  compulsory  arbitration  never  has  been 
fully  tested.  Even  in  New  Zealand  it  is  still  in  the  experi- 
mental stage.  It  still  has  to  withstand  the  test  of  a  few 
lean  years.  Should  it  prove  successful  there,  this  fact 
would  not  be  conclusive  evidence  that  it  would  be  a  success 
under  the  different  conditions  that  obtain  in  this  country. 
There  is  great  reason  to  doubt  the  ability  of  any  board  of 
arbitration  accurately  to  fix  wages,  prices,  etc.  If  wages 
and  prices  were  fixed  and  enforced  arbitrarily  but  not 
accurately,  the  result  would  be  the  destruction  of  industry. 
One  of  the  chief  objections  to  compulsory  arbitration  in 
this  country  is  the  impossibility  of  enforcing  awards 
against  non-incorporated  labor  unions.  "...  Com- 
pulsory arbitration  implies  the  definite  incorporation  of 
trade  unions  as  legal  companies  liable  to  be  sued  for  the 
action  of  all  persons  who  can  be  represented  as  their 
agents."^ 

Strict  compulsory  arbitration  may  be  put  aside  for 
theorists  and  for  the  future.  Our  present  system  of 
voluntary  mediation  and  arbitration  has  proven  a  failure. 

'J.  A.  Hobson,  North.  Amer.  Rev.,  175:  604. 
'J.  A.  Hobson,  North  Amer.  Rev.,  175:  604. 
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May  we  not  discover  a  system  between  these  two  that 
will  avoid  the  legal  and  other  difficulties  encountered  by 
the  one,  and  the  inherent  weakness  and  inefficiency  of  the 
other  ?  Any  system  of  arbitration  which  will  be  approved 
by  all  classes  in  Connecticut  sufficiently  to  be  effective, 
must  contain  little  compulsion  and  must  reserve  to  the 
disputants  the  final  decision,  and  the  ultimate  right  to 
fight  the  matter  out  in  their  old  barbaric  way  if  they  deem 
it  necessary.  It  must  provide  for  an  arbitration  board 
in  which  the  disputants  will  have  perfect  confidence.  It 
should  take  account,  also,  of  the  interest  the  public  has  in 
all  serious  labor  disputes.  The  board  should  be  a  tempo- 
rary one,  chosen  by  the  disputants  themselves.  A  perma- 
nent board  cannot  be  sufficiently  well  acquainted  with  the 
conditions  in  all  the  industries  of  the  State  to  arbitrate 
promptly  and  intelligently  any  dispute  that  may  arise. 
Neither  employers  nor  employees  care  to  trust  their  inter- 
ests to  a  board  that  is  not  acquainted  with  the  industry; 
and  they  have  little  confidence  in  a  board  appointed  by  a 
political  officer.  They  would  have  more  faith  in  a  board 
selected  by  themselves,  and  would  be  more  frank  with  it, 
and  would  more  readily  abide  by  its  awards.  Employers 
and  employees  should  be  required  to  submit  the  disputed 
questions  to  such  a  board,  and  make  an  honest  attempt  at 
arbitration  before  resorting  to  a  strike  or  a  lockout. '^ 

'"If  society  has  not— formally  or  informally— provided  adequate 
means  of  redress,  no  one  can  blame  the  individual  for  defending  his 
own  rights  in  his  own  way.  But  a  bona  Me  offer  of  arbitration 
should  always  be  required  before  society  condones  an  appeal  to  force. 
No  strike  which  has  not  been  preceded  by  a  genuine  request  for  arbi- 
tration, and  by  failure  of  such  request,  should  for  a  moment  have  the 
support  of  public  opinion.  .  .  .  Just  in  proportion  as  keener  gen- 
eral interest  and  more  efficient  public  sentiment  afford  adequate 
means  of  peaceful  redress,  resort  to  strikes  is  unjustifiable.  It  is  not 
the  right  to  strike  but  the  need  to  strike  that  society  will  seek  to 
disprove."— Edward  Cummings,  Quart.  Jour.  Econ.,  9:  362,  363. 
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This  much  compulsion  might  not  be  too  distasteful  to 
the  disputants,  and  means  might  be  found  for  enforcing 
it,  even  against  non-incorporated  labor  organizations. 
Such  arbitration  would  prevent  hasty  action,  and  in  many 
cases  doubtless  would  obviate  strikes,  lockouts,  etc.,  with 
their  attendant  evils.  One  of  the  difficulties  of  arbitra- 
tion often  is  that  the  employees  have  struck  and  failed  to 
force  the  acceptance  of  their  demands  before  trying  arbi- 
tration.^** Were  arbitration  tried  before  the  disputants 
became  embittered  by  a  strike,  often  it  would  be  success- 
ful, where  now  it  fails.  By  such  a  plan  the  disputants 
still  would  settle  their  own  disputes  but,  if  possible,  on  a 
plane  and  in  a  manner  approved  by  society,  if  not  by 
their  old  methods.  Thus  the  right  ultimately  to  fight 
for  what  they  deemed  their  rights  would  not  be  taken 
from  them. 


"  Edward  Cummings,  Quart.  Jour.  Econ.,  g :  353. 


CHAPTER  VIII. 


THE   UNION   LABEL. 


One  of  the  chief  elements  of  strength  of  any  labor 
organization  or  movement  is  the  sympathy  with  and  sup- 
port of  its  principles  and  demands  by  the  general  public. 
In  order  that  this  sympathy  may  be  most  effective 
there  must  be  some  means  by  which  it  can  be  expressed 
in  a  tangible  manner.  To  provide  such  a  means  the 
union  label  was  devised.  It  stands  and  has  always  stood 
primarily  for  organized  labor  and  union  conditions,  as 
opposed  to  unorganized  labor  and  unregulated  condi- 
tions. In  this  country  the  union  label  was  first  adopted 
by  the  cigar  makers  of  California  for  the  purpose  of 
enlisting  public  sympathy  and  patronage  in  the  support 
of  high-class,  white  labor  in  competition  with  low-class, 
unorganized  Chinese  labor.  The  label  idea  spread  rap- 
idly, and  the  label  is  now  in  general  use  by  organized 
labor  throughout  the  country. 

Purchasers  very  largely  believe  in  good  conditions  for 
workmen.  They  also  desire  that  the  goods  they  use  be 
manufactured  under  sanitary  conditions.  With  our  pres- 
ent system  of  diversified  industry  it  is  impossible  for  a 
purchaser  to  know  or  to  investigate  these  matters  for 
himself,  in  regard  to  each  of  his  numerous  purchases. 
The  labor  union  volunteers  to  perform  this  task  for  him 
as  to  certain  lines  of  goods.  Its  seal,  the  union  label, 
placed  upon  goods  is  to  certify  to  the  purchaser  that  it 
has  investigated  and  found  the  goods  to  have  been  made 
under  union  conditions  and  by  union  men.     If  the  pur- 
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chaser  wishes  to  support  unionism  and  union  conditions 
he  may  do  so  by  buying  union  label  goods. ^ 

The  union  label  extends  to  the  union  laborer  a  pro- 
tection similar  to  that  granted  to  the  manufacturer  by 
the  trademark.  The  trademark  secures  for  the  manu- 
facturer that  demand  for  his  goods  which  he  has  created 
by  reason  of  the  peculiar  nature,  quality  or  excellence  he 
has  given  them,  or  because  of  the  advertisement  he  has 
given  them.  The  label  secures  to  the  union  laborer  any 
advantage  that  may  come  to  him  from  the  demand  for 
union  label  goods  because  of  the  excellence  of  the  work- 
manship in  their  production,  or  because  of  their  having 
been  produced  under  union  conditions,  or  because  of  any 
advertisement  the  union  may  have  given  them.  The 
label  permits  a  workman  who  has  no  direct  proprietary 
interest  in  the  goods  on  which  he  works  to  identify  and 
publish  to  the  world  his  workmanship  on  those  goods, 
and  to  signify  the  conditions  under  which  they  were 
produced.  The  label  is  the  workman's  trademark  and  it 
may  become  as  valuable  to  him  as  is  the  trademark  of  a 
successful  manufacturer  to  its  owner. 

With  the  increased  demand  for  union  label  goods  the 
label  attained  a  large  commercial  value,  and  it  soon  be- 
came the  subject  of  imitation  and  counterfeit  by  unscru- 
pulous manufacturers  and  dealers.  The  courts  held  that 
they  could  not  protect  the  label  against  such  infringe- 
ment, because  it  was  not  a  trademark  and  because  the 
union  was  not  a  dealer  in  the  goods  upon  which  it  was 
placed.^  New  legislation  was  necessary  to  protect  it. 
Active  agitation  for  such  a  law  in  Connecticut  was  begun 

'  The  use  of  the  label  is  to  strengthen  the  union.  Too  often  it  is 
not  a  guarantee  of  excellence  of  workmanship  or  product,  or  of 
better  pay,  or  of  a  definite  improvement  in  the  life  of  the  worker. — 
J.  G.  Brooks,  Bulletin  U.  S.  Department  of  Labor,  March,  1898. 

^  Cigar  Maker's  Union  v.  Conhain,  4  Minn.,  243 ;  Weener  v.  Bray- 
ton,  152  Mass.,  loi. 
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by  the  State  Branch  of  the  American  Federation  of 
Labor  in  1891 ;  and  at  their  convention  in  1892  a  resolu- 
tion was  adopted,  that  their  legislative  committee  draw 
up  such  a  bill,  and  that  each  afhliated  union  "appoint  a 
committee  to  consult  the  representatives  in  their  respec- 
tive districts,  and  use  all  honorable  means  to  have  them 
support  the  bill."^  The  bill  (S.  B.  10)  was  introduced 
in  the  legislature  in  1893,  and  was  referred  to  the  judi- 
ciary committee.  Many  petitions  favoring  it  were  pre- 
sented ;  and  at  the  hearing  members  of  the  Cigar  Makers' 
and  Hatters'  Unions  urged  its  passage,^  Although  there 
was  no  opposition  to  the  bill  before  the  committee,  when 
it  came  up  in  the  Senate  the  chairman  of  the  committee^ 
moved  its  rejection.  It  was  rejected,  but,  later,  through 
the  efforts  of  the  legislative  committee  of  the  Connecticut 
Branch  of  the  American  Federation  of  Labor,  it  was 
reconsidered  and  was  passed  by  both  houses.® 

The  act  (1893,  ch.  162)  provides  that: 

Whenever  any  person,  association  or  union  of  work- 
ingmen  has  adopted  a  label,  announcing  that  the  goods 
to  which  it  shall  be  attached  were  manufactured  by  such 
person,  association  or  union  or  by  the  members  of  such 
association  or  union,  it  shall  be  unlawful  to  counterfeit 
such  label;  and  such  counterfeiting,  or  the  intentional 
use  or  display  of  such  a  counterfeit,  or  the  unauthorized 
use  of  the  name  or  seal  of  any  such  person,  association 
or  union,  or  officer  thereof  in  and  about  the  sale  of  goods 
or  otherwise  shall  be  punished  by  a  fine  of  from  one  to 
two  hundred  dollars,  or  by  imprisonment  from  three 
months  to  one  year,  or  both.  Such  label  may  be  recorded 
in  the  office  of  the  secretary  of  state,  and  the  certificate 
of  such  a  record  shall  be  proof  of  its  adoption,  in  any  suit 

'  Reports  Annual  Conventions  Connecticut  Branch  American  Fed- 
eration of  Labor,  1891,  p.  13 ;  1892,  p.  17. 

*  Report  Conn,  Bureau  of  Labor  Statistics,  1892-93,  p.  247. 

"*  Senator  Fox,  of  New  Haven. 

°  Report  Annual  Convention  Connecticut  Branch  American  Fed- 
eration of  Labor,  1893,  p.  23. 
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under  the  act.  The  manufacture,  use,  display,  or  sale  of 
any  counterfeit  or  imitation  of  such  a  label  may  be  en- 
joined; and  the  court  shall  award  damages  for  such 
manufacture,  use  or  display. 

The  law  remains  unchanged  (G.  S.  1902,  sees.  4907- 
4912). 

This  law  was  secured  principally  through  the  efforts 
of  the  cigar  makers,  who  wished  to  secure  their  blue 
label  and  to  avoid  competition  with  tenement-made 
cigars.  The  subject  of  labels  has  received  more  atten- 
tion than  any  other  in  the  Annual  Conventions  of  the 
Connecticut  Branch  of  the  American  Federation  of 
Labor.  The  discussions  often  have  become  animated 
and  such  motions  as  the  following  one,  passed  at  the 
convention  in  1900,  have  not  been  uncommon: 

"A  committee  of  three  be  appointed  to  examine  the 
hats,  shoes,  and  clothes  of  the  delegates  present  and  ascer- 
tain if  they  have  the  union  label. "^ 

A  committee  of  three  was  forthwith  appointed  and 
began  its  investigation  at  once,  while  the  general  discus- 
sion of  union  labels  went  on.  The  committee  reported 
that  the  labels  of  all  crafts  were  in  general  use  by  the 
delegates  present.^ 

Union  men  were  urged  to  buy  only  union  label  goods, 
and  the  convention  of  1902  adopted  the  following  reso- 
lution : 

''Resolved,  That  no  delegate  shall  be  eligible  to  a  seat 
in  the  future  conventions  of  the  Connecticut  Federation 
of  Labor  unless  all  of  her  or  his  wearing  apparel  shall 
bear  the  union  label. "^ 

The  label  is  used  on  their  goods  by  almost  all  the  man- 
ufacturers of  cigars  in  Connecticut,  and,  it  is  said,^^  by 

'  Report  of  Convention,  1900. 

^At  a  previous  convention  one  hat  found  without  the  label  was 
destroyed  then  and  there. 

*  Report  of  Convention,  1902. 

"  Secretary,  Connecticut  Branch  American  Federation  of  Labor. 
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all  but  two  of  the  hat  manufacturers  of  the  State.  A 
large  number  of  publishing  companies  use  it  also.  The 
other  trades  have  not  secured  its  extensive  use.  In  all 
approximately  twenty-five  different  unions  have  filed 
labels  in  the  office  of  the  Secretary  of  State,  since  the 
passage  of  the  law  in  1893.^^  The  hatters,  cigar  makers, 
and  the  printers  have  worked  hardest  to  secure  the  gen- 
eral use  of  the  label,  and  they  have  received  most  benefit 
from  its  use.  The  reports  of  the  Connecticut  Bureau  of 
Labor  Statistics  for  the  years  1902,  1903,  and  1904  bear 
the  union  label  of  the  printers.  The  reports  of  the  other 
State  departments  do  not  have  the  label  on  them.  It  is 
doubtful  whether  the  State  should  further  commit  itself 
on  this  question  than  it  has  in  the  passage  of  this  law. 

The  law  plainly  is  one  in  the  interests  of  organized 
labor.  While  its  general  application  in  phraseology  pre- 
vents it  being  declared  class  legislation,  in  practice  it  is 
used  for  the  direct  benefit  and  protection  of  one  class 
only — organized  labor. 

One  important' case  has  been  decided  under  this  statute. 
It  is  commonly  known  as  the  hatter's  case,  or  as  the  label 
case.^^  In  this  case  the  United  Hatters  of  North  Amer- 
ica charged  C.  H.  Merritt  &  Son,  hat  manufacturers  of 
Danbury,  Connecticut,  with  adopting  and  using  in  their 
factory,  and  registering  as  alleged  trademarks,  eight 
different  labels,  all  made  in  imitation  and  counterfeit  of 
the  adopted  and  registered  label  of  the  plaintiff's  associa- 
tion, in  violation  of  the  label  law  (G.  S.  sees.  4907, 
4910),  and  for  the  purpose  of  "palming  off"  their  hats 
as  and  for  union-made  hats. 

From  1885  to  and  including  1893  the  defendants  had 
conducted  their  factory  as  a  union  factory  and  had  been 
permitted  to  use  in  their  hats  the  label  of  the  United 

"  Estimate  made  by  ofifice  of  Secretary  of  State. 

"  Martin  Lawlor  v.  C.  H.  Merritt  &  Son,  78  Conn.,  630. 
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Hatters.  Since  this  time  they  had  run  an  "open  shop" 
and  had  not  been  authorized  to  use  the  label.  On  March 
15,  1904,  they  registered  with  the  Secretary  of  State 
eight  different  trademarks.  Each  of  these  "trademarks" 
possesses  in  common  with  the  genuine  label  of  the  United 
Hatters,  "its  manilla  color,  its  rectangular  shape,  its 
corrugated  edge,  its  two  concentric  circles,  with  printed 
matter  between  the  two  circles,  forming  a  frame  for  an 
interior  space  partly  filled  with  pictorial  devices ;  all 
printed  in  black  on  said  manilla  ground,  and  said  printed 
matter  and  other  devices  indicating  that  the  hats  are 
union  made.  Each  of  said  labels  is  further  characterized 
by  the  fact  that  the  word  'registered'  is  printed  in  a 
curved  line  underneath  said  concentric  circles. "^^ 

The  phrases  or  legends  used  on  these  eight  trade- 
marks resemble  that  used  on  the  genuine  label  of  the 
hatters, — "The  United  Hatters  of  North  America," — 
and  yet  are  different.     They  are: 

"Honest  Labor — Honest  Wages.     Fair." 
"Skilled  Labor  of  America." 
"By  Industry  we  Thrive." 
"Not  made  by  a  Trust." 
"Union  gives  Strength.     America." 
"Justice,  Unity,  Equity.     America." 
"United  we  hold — Divided  we  fall." 
"Hand  united  to  Hand." 
Contrary   to  the  usual   custom   of  manufacturers   of 
placing  their  trademarks  inside  the  crown  of  the  hat  at 
the  top  thereof,  the  defendants  placed  these  "trademarks" 
under  the  sweat-band,  and  both  pasted  and  sewed  them 
on  the  inside  of  the  hats  opposite  the  bow-knot  of  the 
hat  band,  in  the  same  manner  and  in  the  same  place  in 
which  the  label  of  the  United  Hatters  of  North  America 
is  placed. 
"  Brief  of  John  K.  Beach,  counsel  for  plaintiff. 
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In  the  trial  court^^  the  judge  held  that  each  one  of  the 
defendant's  eight  "trademarks"  was  an  "imitation"  of 
the  union  label  of  the  United  Hatters.  He  held,  also, 
that  the  defendants  in  adopting  and  using  their  eight 
"trademarks"  "had  no  intention  of  deceiving  or  defraud- 
ing the  public,  or  the  United  Hatters  of  North  America., 
.    .     .    or  of  counterfeiting"  their  label. 

An  injunction  was  granted  the  plaintiffs,  restraining 
the  defendants  from  the  further  use  of  the  eight  trade- 
marks. Both  parties  appealed,  the  defendants  from  the 
injunction  and  the  plaintiffs  from  the  refusal  of  the  court 
to  find  certain  facts  as  requested. 

The  complaint,  among  other  things,  states  that  the 
association  adopted  for  its  protection  a  label  to  be  applied 
to  hats  made  by  its  members,  to  announce  to  the  public 
that  hats  bearing  that  label  were  made  by  them.  In  the 
demurrer  to  this  complaint,  one  of  the  reasons  assigned 
is,  "because  said  label  or  trademark  does  not  announce 
that  goods  to  which  such  label  or  trademark  is  attached, 
were  manufactured  by  a  member  or  members  of  the 
United  Hatters  of  North  America." 

The  following  are  the  important  parts  of  the  decision 
of  the  Supreme  Court, ^^ 

"The  plaintiff  has  no  right  of  action  except  by  virtue 
of  the  statute  on  which  he  professes  to  sue.  It  was 
therefore  necessary  to  bring  this  case  within  the  terms  of 
the  statute.  That  statute  protects,  in  favor  of  such  an 
association  as  the  United  Hatters  of  North  America,  a 
label  announcing  that  goods  to  which  it  may  be  attached 
were  manufactured  by  a  member  or  members  of  the 
association.  The  label  in  respect  to  which  protection  is 
sought  by  this  action  contains  no  such  announcement." 

"If  it  could  be  construed  as  announcing  in  any  way 
who  manufactured  the  hats  to  which  it  might  be  attached, 
the  announcement  would  be  that  they  were  manufactured 

"  Superior  Court  of  Fairfield  County. 

"  Baldwin,  Judge,  opinion  rendered  March  8,  1906,  78  Conn.,  630. 
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by  the  United  Hatters  of  North  America.  The  com- 
plaint, however,  shows  that  such  was  not  the  intended 
meaning  of  the  words  used,  for  the  recital  of  the  objects 
for  which  the  association  was  formed  discloses  that  they 
do  not  include  the  manufacture  of  hats,  and  it  is  alleged 
that  the  label  was  adopted  'for  the  purpose  of  announcing 
to  the  public  that  hats  bearing  said  label  were  made  by 
the  members  of  the  association,'  and  is  issued  for  the  use 
of  certain  hat  manufacturers  who  employ  its  members  in 
making  and  finishing  hats." 

"It  appears  from  this  that  the  association  is  not  and 
never  was  a  manufacturer  of  hats ;  that  its  members  do 
not  own  the  hats  made  by  them;  that  its  label  was  orig- 
inally adopted  and  registered  by  'The  Co-operative  Hat 
Company,'  which  was  at  the  time  engaged  in  the  manu- 
facture of  hats  in  this  State;  that  it  was  assigned  to  the 
United  Hatters  of  North  America ;  that  the  latter  allows 
its  use  only  by  manufacturers  employing  exclusively 
'union'  labor;  that  it  has  extensively  advertised  and  rep- 
resented to  the  public  that  this  label  is  used  only  on 
hats  manufactured  in  'union'  factories  conducted  under 
certain  rules  prescribed  by  the  association,  calculated  to 
insure  good  sanitary  conditions  and  good  work;  that  in 
a  few  cases  its  use  has  been  allowed  on  hats  made  in 
non-union  factories  not  conducted  under  these  rules, 
when,  before  the  hats  went  out  of  the  factory,  it  had 
become  a  'union'  factory;  and  that  the  defendants,  in 
adopting  and  using  their  labels,  had  no  intention  of  de- 
ceiving or  defrauding  the  public  or  the  association  or  its 
members,  nor  of  counterfeiting  its  label,  and  have  never 
represented  hats,  to  which  they  were  affixed  to  be  hats 
containing  the  label  of  the  association. 

"So  far  as  the  facts  found  vary  from  the  facts  alleged, 
they  tend  to  weaken  the  plaintiff's  case,  by  showing  that 
the  association  has  sometimes  allowed  the  label  to  be  used 
in  hats  not  even  made  by  its  members,  although  sold  by  a 
'union'  manufacturer,  and  that  the  defendants  have  been 
guilty  of  no  fraud.  That  the  label  of  the  United  Hatters 
of  North  America  has  never  been  used  nor  intended  for 
use  on  hats  manufactured  by  the  association  remains 
clear. 
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"Under  General  Statutes,  §  4907,  a  label  of  such  a  kind 
became  the  proper  subject  of  equitable  protection,  and  any 
member  of  the  association  owning  it  (although  neither 
he  nor  the  association  might  be  a  manufacturer  or  owner 
of  the  goods  to  which  it  was  attached,  nor  a  dealer  in 
them)  was  invested  with  a  right  of  action.  But  the  label 
on  which  the  plaintiff  relies  in  this  action  is  one  of  a 
very  different  character.  Instead  of  announcing  that  the 
hat  to  which  it  may  be  affixed  has  been  manufactured  by 
a  member  or  members  of  the  United  Hatters  of  North 
America,  if  it  announces  anything  as  to  its  origin,  it  is 
that  it  was  manufactured  by  the  association  itself.  It  was 
not,  therefore,  such  a  label  as  can  support  his  action. 
His  complaint  should  have  been  held  to  be  insufficient." 

According  to  this  decision  the  hatters'  label  does  not 
state  with  sufficient  clearness  that  the  hats  to  which  it 
may  be  attachel  were  made  by  members  of  the  United 
Hatters  of  North  America,  that  the  union  may  claim  for 
it  protection  under  the  label  law. 

The  printers'  label — <5^^^ — seems  to  be  deficient 
in  the  same  respect.  It  is  questionable  whether  many  of 
the  labels  now  in  use  in  Connecticut  will  be  able  to  stand 
this  test. 

In  their  brief  in  the  above  case  the  eounsel^*^  for  the 
plaintiff  assert  that : 

"...  The  Legislature,  by  giving  trades  unions 
the  same  protection  in  their  labels  as  manufacturers  have 
in  their  trademarks,  has  necessarily  invested  them  with 
the  rights  of  competitors  in  business,  so  far  as  concerns 
the  drumming  up  of  trade  for  union  goods,  at  the  ex- 
pense of  non-union  goods.  .  .  .  Interference  in  trade 
by  unions  of  workingmen  is  no  longer  necessarily  an 
unlawful  conspiracy  on  the  broad  ground  that  as  work- 
men they  cannot  possibly  have  a  lawful  interest  in  divert- 
ing trade.  When  the  law  gives  to  a  union  the  right  to 
adopt  'for  its  protection'  a  trademark,  and  assimilates  its 
right  of  property  in  the  mark  to  that  of  a  manufacturer 
or  dealer  in  his  trademark,  or  trade  dress ;  it  necessarily 
"  John  K.  Beach  and  Howard  W.  Taylor. 
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confers  on  the  union  the  right,  by  all  legitimate  means, 
to  induce  third  persons  to  buy  goods  bearing  the  union 
label,  and  to  accept  no  others.  .  .  .  The  United  Hat- 
ters have  an  interest  in  diverting  trade  to  union-made 
goods  bearing  these  labels,  as  legitimate  as  that  of  com- 
mission merchants  in  diverting  trade  to  the  goods  in 
which  they  deal.  Means  which  are  legitimate  in  the  one 
case  must  also  be  legitimate  in  the  other  case." 

This  point  was  not  touched  upon  in  the  above  decision. 
If  the  courts  hold  this  opinion  in  regard  to  the  right  of 
labor  unions  to  "drum  up"  trade  in  the  goods  which  bear 
their  label  to  be  correct,  then  this  law  becomes  of  far 
more  than  passing  importance.  It  gives  union  men  an 
extra  weapon.  They  may  now  deal  with  their  employer 
both  as  laborers  and  as  competitors  on  the  market.  As 
the  former  they  have  the  right  to  leave  his  employ  and 
peaceably  to  persuade  others  not  to  enter  it ;  as  the  latter 
they  have  the  right  to  withdraw  their  custom  from  him 
and  to  solicit,  by  advertisement  and  other  peaceable 
means,  his  other  customers  to  leave  him  and  patronize 
them.  Under  such  a  construction  of  this  law,  may  not 
union  men,  while  keeping  within  their  legal  right  to  solicit 
trade  in  the  goods  which  bear  their  label,  practically 
boycott  the  goods  of  their  employer  or  another? 


CHAPTER  IX. 


THE  BARBERS     LICENSE   LAW. 


This  law  has  a  special  interest  for  the  two  thousand 
or  more  barbers  who  are  affected  directly  by  it.  It  has  an 
interest  for  workmen  in  general  because  it  is  the  only 
instance  in  which  Connecticut  has  required  a  workman 
to  be  licensed  to  pursue  his  trade.  It  is  of  interest  to  the 
general  public  as  a  health  ordinance.  To  the  student  it 
is  interesting  because  it  is  an  advanced  step  in  state  regu- 
lation, because  of  the  questioned  constitutionality  of  such 
a  law,  and  because  of  its  monopolistic  effect.  It  is  of 
present  interest  to  all  because  of  its  newness  and  because 
of  the  manner  in  which  it  has  been  administered.  For 
these  reasons  the  writer  has  made  a  careful  study  of  the 
operation  and  administration  of  the  law  in  this  State.^ 

The  barber's  license  law  was  secured  through  the  ef- 
forts of  the  barbers  themselves — mainly  through  the 
efforts  of  the  journeyman  barber's  unions.  Their  reasons 
for  wanting  such  a  law  may  be  reduced  to  three : 

1.  They  wished  to  avoid  competition  with  cheap  and 
unskilled  labor. 

2.  They  wished  to  keep  out  the  "floating"  barbers 
from  other  States. 


*  For  this  purpose  the  barbers  in  approximately  one  hundred  and 
fifty  shops,  scattered  over  the  State,  were  interviewed.  Two  mem- 
bers of  the  present  board  of  barber  examiners,  and  two  ex-members 
of  the  board  were  interviewed.  Visits  were  made  to  the  offices  of 
the  Governor,  the  Attorney- General,  the  Treasurer,  and  the  Comp- 
troller for  special  information  concerning  the  reports  and  doings  of 
the  board  of  examiners,  and  copies  of  their  reports  were  made  in  the 
office  of  the  Secretary  of  State. 

6ii]  199 
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3.  They  wished  to  drive  out  the  five-cent  shops. 

These  three  reasons  are  summed  up  in  the  first.  The 
"floating"  barbers  w^ho  came  from  other  States  were 
largely  of  the  "tramp"  class.  They,  it  is  claimed,  often 
were  inferior  workmen.  They  would  work  for  low 
wages  for  a  few  days,  get  on  a  spree,  and  then  drift  on. 
Competition  with  them  was  injurious  to  the  self-respect- 
ing barber,  and  their  presence  here  lowered  the  standards 
of  the  trade.  Then,  the  unions  wished  to  avoid  competi- 
tion with  the  unskilled  workmen  turned  out  by  barber 
schools,  and  with  those  who  had  never  served  an  ap- 
prenticeship. They  wished,  also,  to  drive  out  the  five- 
cent  shops,  probably  more  because  of  their  tendency  to 
lower  wages  and  prices,  and  because  they  were  usually 
"scab"  (non-union)  shops  than  because  they  were  unsan- 
itary. So  long  as  barber  schools  could  turn  out  full- 
fledged  barbers  in  six  weeks,  or  men  could  begin  the 
trade  without  any  training  whatever,  and  so  long  as 
"tramp"  and  non-union  barbers  could  come  freely  from 
other  States,  and  so  long  as  there  was  a  large  number 
of  five-cent  and  "scab"  shops  it  was  impossible  for  the 
barbers'  unions  of  Connecticut  to  gain  such  control  over 
the  trade  as  to  enable  them  to  raise  the  standard  of  prices 
and  conditions  to  the  point  they  desired. 

It  is  the  opinion  of  the  writer  that  it  was  the  hope 
that  the  proposed  law  would  so  regulate  this  competition 
as  to  give  the  unions  the  desired  control  that  prompted 
them  to  strive  so  earnestly  for  its  passage.  Probably 
very  few  of  them  were  really  solicitous  about  the  public 
health. 

Agitation  for  such  a  law  began  as  early  as  1896.  That 
year  the  delegate  of  a  barbers'  union  of  Meriden^  re- 

^  Local  No.  88  of  the  Journeymen  Barbers'  International  Union  of 
America. 
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ported  to  the  annual  convention  of  the  Connecticut 
Branch  of  the  American  Federation  of  Labor  as  follows  :^ 

"Our  union  believes  that  all  barbers  in  the  State  should 
organize  and  secure  legislation  regulating  the  sanitary 
condition  of  barber  shops,  especially  five-cent  shops,  as 
in  our  opinion  they  are  on  a  par  with  sweat  or  tenement 
house  cigar  shops.  We  appeal  to  the  Legislative  Com- 
mittee of  this  State  Branch  to  take  the  matter  into  con- 
sideration when  they  meet  to  take  action  on  labor  legis- 
lation." 

The  Convention  passed  a  resolution  instructing  their 
Legislative  Committee  to  try  to  secure  the  passage  of  a 
law  for  bettering  the  sanitary  condition  of  barber  shops. 

In  1898  a  New  London  union^  communicated  its  de- 
sire for  such  a  law  to  the  Bureau  of  Labor  Statistics.^ 
The  benefits  hoped  for  were  stated  as  follows : 

"Under  such  laws  and  regulations,  you  would  have 
skilled  workmen,  which  would  be  a  benefit  and  protection 
to  the  patrons,  as  well  as  those  who  have  to  compete  with 
unskilled  and  cheap  labor." 

The  passage  of  a  license  law  was  secured  in  1901 
through  the  efforts  of  the  Connecticut  State  Barbers' 
Protective  Association,  supported  by  the  barbers'  unions 
throughout  the  State.  A  few  of  the  "boss"  barbers  sup- 
ported the  bill,  others  opposed  it. 

The  following  are  the  principal  provisions  of  the  act 
(1901,  ch.  132)  : 

All  barbers  shall  be  licensed.  The  Governor  shall 
appoint  biennially  a  board  of  three  examiners,  who  shall 
have  been  citizens  of  the  State  for  three  years  and  prac- 
ticing barbers  for  five  years.  "Each  member  of  the  board 
shall  receive  a  compensation  of  five  dollars  per  day  for 
actual  service,  and  three  cents  per  mile  for  each  mile 

^  Report  Annual  Convention  Connecticut  Branch  American  Fed- 
eration of  Labor,  1896. 

*  Local  No.  136  of  the  Journeymen  Barbers'  International  Union 
of  America. 

^  Report  Conn.  Bureau  of  Labor  Statistics,  1898,  p.  139. 
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actually  traveled  in  attending  the  meetings  of  the  board, 
which  compensation  shall  be  paid  out  of  any  moneys  in 
the  hands  of  the  treasurer  of  said  board;  Provided,  that 
the  said  compensation  and  mileage  shall  in  no  event  be 
paid  out  of  the  state  treasury."  The  board  shall  report 
annually  to  the  Governor  a  statement  of  its  receipts  and 
disbursements  and  of  its  doings  and  proceedings.  The 
board  shall  hold  public  examinations  at  least  four  times 
in  each  year  in  at  least  four  different  cities  in  the  State, 
Practicing  barbers  shall  be  registered  upon  payment  of  a 
fee  of  one  dollar.  All  others  shall  pay  a  fee  of  five  dol- 
lars and  take  an  examination.  The  applicant  must  satisfy 
the  examiners  that  he  is  above  the  age  of  nineteen  years, 
of  good  moral  character,  and  free  from  contagious  dis- 
eases ;  that  he  has  either  studied  the  trade  for  three  years 
as  an  apprentice  or  in  a  barber  school,  or  has  practiced 
the  trade  for  three  years ;  that  he  is  skilled  in  the  prepa- 
ration of  the  tools,  and  in  shaving  and  hair  cutting;  and 
that  he  has  sufificient  knowledge  of  the  common  diseases 
of  the  face  and  skin.  Any  person  may  serve  as  an  ap- 
prentice or  be  a  student  in  a  barber  school.  Each  person 
who  passes  the  examination  shall  be  given  a  license  card 
which  shall  be  posted  in  a  conspicuous  place  in  front  of 
his  chair.  The  board  may  revoke  any  license  for  "gross 
incompetency  or  for  having  or  imparting  any  contagious 
disease,"  To  shave  and  trim  the  beard  or  cut  the  hair  of 
any  person  for  hire  or  reward  constitutes  practicing  the 
occupation  of  barber  within  the  meaning  of  the  act. 
Practicing  without  license,  employing  a  barber  who  has 
no  license,  or  violating  any  of  the  provisions  of  the  act 
is  punishable  by  a  fine  of  not  more  than  one  hundred 
dollars. 

The  administration  of  this  law  has  been  left  to  the 
board  of  managers  appointed  under  the  act.  The  manner 
in  which  this  board  has  administered  the  law  has  shown 
its  members  to  be  inefficient,  incompetent,  and  unworthy 
of  the  trust  placed  in  them.  Their  record  is  a  disgrace 
to  themselves  and  a  discredit  to  the  State,  Many  of  those 
who  have  taken  the  examinations  say  they  are  not  thor- 
ough and  that  many  incompetent  workmen  pass  them 
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successfully.  The  applicant's  word  as  to  his  experience, 
age,  etc.,  is  accepted,  and  many  are  granted  licenses  who 
have  not  had  the  required  three  years'  training.  The 
secretary  of  a  barber's  union  in  Hartford  told  of  two 
young  men  in  that  city  who  were  granted  licenses  with 
only  six  months'  experience.  An  ex-secretary  of  a  bar- 
ber's union  in  New  Britain  says  he  has  known  of  men 
who  had  never  worked  in  a  shop  securing  licenses.  Nu- 
merous similar  cases  have  been  reported  throughout  the 
State.  Many  are  allowed  to  practice  without  licenses. 
For  two  years  ten  or  twelve  barbers  of  Stamford  defied 
the  efforts  of  the  board  to  make  them  take  out  licenses, 
and  were  not  prosecuted.  A  barber  in  Stafford  Springs 
practiced  over  ten  months  the  past  year  without  a  license. 
A  former  secretary  of  a  barbers'  union  of  Middletown 
kept  a  barber  from  Massachusetts  for  nine  months  with- 
out a  license.  Another  barber  of  Middletown  boasted  of 
having  worked  in  the  State  for  five  years  without  a 
license.  One  proprietor  on  State  Street  in  Hartford  says 
he  employs  men  without  licenses  and  intends  to  continue 
doing  so. 

In  a  number  of  shops  barbers  whose  licenses  have  ex- 
pired are  practicing.  In  a  Stamford  shop  a  license  for 
the  year  1903-1904  is  still  posted  "in  a  conspicuous  place" 
in  front  of  the  barber's  chair.  The  following  case  shows 
the  careless  manner  in  which  the  board  deals  out  licenses : 
In  Connecticut  each  license  is  numbered  and  the  barber 
keeps  the  same  number  from  year  to  year.  His  name 
and  number  are  recorded  in  the  register  kept  by  the 
board.  A  barber  may  have  his  license  renewed  each 
year  by  the  payment  of  one  dollar.  In  1903  a  barber, 
who  was  licensed  in  New  York,  came  to  Connecticut  to 
work.  He  never  took  an  examination  here,  as  the  law 
requires  in  such  cases,  but  sent  his  name  and  the  number 
of  his  New  York  license,  together  with  the  renewal  fee  of 
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one  dollar,  to  the  board  and  requested  that  his  license  be 
renewed.  The  request  was  complied  with  and  he  was 
sent  a  renewal  license  for  the  year  1904- 1905,  numbered 
the  same  as  his  New  York  license,  8140!  The  highest 
number  on  a  genuine  Connecticut  license  is  slightly  over 
^000.  Evidently  this  renewal  was  granted  without  ever 
referring  to  the  record.  It  was  renewed  again  for  the 
year  1905-1906  and  is  now  posted  "in  a  conspicuous 
place"  in  front  of  the  barber's  chair.^ 

Complaints  have  been  made  to  the  writer  by  barbers 
that  they  have  sent  money  for  a  renewal  of  their  licenses, 
and  have  received  no  reply,  and  that  when  they  inquired 
the  reason  they  were  told  by  the  treasurer  of  the  board 
that  the  money  had  never  been  received.  A  former  mem- 
ber of  the  board  related  a  case  in  which  two  men  sent 
their  money  in  the  same  letter.  One  got  a  license,  the 
other  did  not. 

The  board  has  a  practice  of  signing  a  large  number  of 
license  certificates  at  one  time,  even  five  hundred  at  one 
sitting.  These  are  filled  out  and  sent  by  the  secretary 
as  occasion  demands.  He  does  not  report  to  the  other 
examiners  to  whom  they  were  sent."^ 

Under  the  law  of  1901  it  was  not  necessary  to  renew 
the  licenses.  Hence  after  the  first  year  the  only  receipts 
were  the  fees  paid  by  new  applicants.  These  were  not 
numerous.  Therefore  in  1902  the  board  in  its  annual 
report  to  the  governor  recommended  the  following 
amendments  to  the  law  :^ 

1.  That  barbers  be  required  to  use  an  antiseptic  solu- 
tion for  the  purpose  of  sterilizing  their  tools. 

2.  That  the  board  be  given  power  to  enter  and  inspect 
the  shops  as  to  their  sanitary  condition  and  cleanliness. 

'  Case  of  John  Czyzewski,  No.  149  Colony  Street,  Meriden. 
'  Related  to  writer  by  a  former  member  of  the  board. 
*  Report  of  Barber  Examiners,  1902 — Office  Secretary  of  State  of 
Connecticut. 
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3.  That,  for  the  maintenance  of  the  law,  in  addition 
to  the  fee  for  examination,  a  Hcense  fee  of  one  dollar  a 
year  for  renewal  of  each  license  be  required. 

In  accordance  with  this  recommendation  the  board  of 
examiners  were  empowered  (1903,  ch.  130)  to  adopt 
rules  for  the  sterilizing  of  tools,  and  rules  to  improve  the 
sanitary  condition  of  the  shops.  These  rules  when  ap- 
proved by  the  State  Board  of  Health  were  to  have  "full 
force  and  effect."  They  were  given  power,  also,  to  enter 
and  inspect  barber  shops  as  to  their  sanitary  condition. 
Unsanitary  shops  were  to  be  reported  to  the  local  health 
officer,  who  was  to  order  them  put  in  a  sanitary  condi- 
tion or  closed.  It  was  provided  that  all  licenses  should 
expire  each  year  and  be  renewed  upon  the  payment  of  a 
fee  of  one  dollar,  if  application  for  such  renewal  was 
made  within  thirty  days  after  the  expiration  of  the 
license.  Any  licensed  barber  who  should  practice  after 
the  expiration  of  his  license,  or  fail  to  comply  with  the 
rules  adopted  by  the  board,  forfeited  his  right  to  a  license 
and  was  subject  to  a  fine  not  exceeding  fifty  dollars. 

Under  this  act  the  examiners  have  pretended  to  inspect 
the  barber  shops,  but  these  inspections  have  never  been 
thorough  and  many  shops  have  been  skipped  entirely. 
Others,  the  proprietors  say,  have  not  been  inspected  for 
two  years.  Some  of  these  shops,  for  example  the  five- 
cent  shops  on  State  and  Front  Streets  in  Hartford,  are 
in  a  very  unsanitary  condition  and  should  be  closed  or 
cleaned  up.  The  law  is  weak  in  permitting,  instead  of 
requiring,  the  examiners  to  enter  and  inspect  the  shops. 

The  board  also  issued  a  set  of  sanitary  rules  in  accord- 
ance with  the  act  of  1903.  There  are  nine  of  these. 
Seven  of  them  are  perfectly  proper  and  are  obeyed  by 
most  of  the  barbers.  The  other  two  are  unpractical  and 
are  not  obeyed  even  by  the  best  barbers.  The  first  of 
these  provides  that, 
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"No  razor,  pair  of  shears  or  clippers  used  upon  any 
person,  shall  be  used  upon  any  other  person  until  such 
razor  or  pair  of  shears  or  clippers  shall  be  sterilized  by 
immersion,  not  less  than  five  minutes,  in  one  per  cent, 
solution  of  tricesol." 

The  other  provides  that, 

"Every  barber  shall  wash  his  hands  thoroughly  before 
serving  a  customer,  and  on  serving  another  customer 
shall  again  wash  his  hands." 

Both  of  these  rules  are  mere  laughing  stock  for  the 
barbers.  The  writer  found  only  six  men,  out  of  over 
three  hundred,  who  pretend  to  follow  the  first  of  these 
rules,  and  only  one  or  two  who  habitually  follow  the 
second. 

By  this  law  of  1903  (ch.  130)  the  application  for  re- 
newal of  a  license  must  be  received  by  the  board  within 
thirty  days  after  the  expiration  of  such  license.  In  1905 
(ch.  89)  this  was  changed  to,  "the  board  of  examiners 
may  renew  any  barber's  license  if  application  for  such 
renewal  be  received  by  said  board  within  two  years  after 
the  expiration  of  such  license."  After  this  amendment 
went  into  effect  the  board  of  examiners  still  continued 
their  practice  of  requiring  barbers  v/ho  had  not  applied 
for  a  renewal  of  their  license  within  thirty  days  after  its 
expiration  to  pay  five  dollars  and  take  out  a  new  license. 
Some  Stamford  barbers  refused  to  pay  the  five  dollars 
and  were  arrested.  The  prosecuting  attorney  of  Stam- 
ford denounced  the  practices  of  the  examiners  and  they 
appealed  to  the  Attorney  General  for  a  construction  of 
the  law.  The  Attorney  General  held  that  they  could 
charge  no  more  than  one  dollar  for  the  renewal  of  a 
license  if  application  for  such  renewal  was  made  within 
two  years  after  its  expiration. 

The  financial  affairs  of  the  board  of  examiners  of 
barbers  have  been  handled  in  the  same  careless  manner  as 
their  other  work.    The  law  provides  that  they  shall  elect 
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a  secretary-treasurer  from  their  own  number.  No  pro- 
vision was  made  for  an  assistant  and  the  intent  of  the 
law  must  have  been  that  the  secretary-treasurer  should 
keep  the  accounts.  F  or  a  number  of  years,  however,  this 
duty  has  been  delegated  to  an  assistant.'^  This  assistant 
was  paid  $410.00  for  the  year  1904- 1905.  Even  with 
this  assistance  the  reports  of  the  board  made  to  the 
Governor  were  full  of  the  most  glaring  mistakes.  Those 
for  the  years  1902  and  1903  were  the  worst.  The  Comp- 
troller undertook  to  audit  them,  but  found  them  so  full 
of  mistakes  that  he  decided  to  audit  all  the  accounts  of 
the  board.  All  their  books,  papers,  and  vouchers — "a 
whole  basketful  of  them" — were  brought  to  his  office. 
He  found  the  accounts  in  almost  hopeless  confusion, 
and  when  finally  he  got  them  straightened  out  it  was 
necessary  to  make  out  new  reports  for  the  years  1902  and 
1903.  The  old  reports  made  by  the  board  are  still  on 
file  in  the  office  of  the  Secretary  of  State.  The  following 
shows  the  corrections  made  in  the  reports  by  the  Comp- 
troller : 


Reports  for  1902 


Of  Board 


Of  Comp- 
troller 


Reports  for  1903 


Of  Board 


Of  Comp- 
troller 


Applications  for  licenses  at  |i, 
Applications  for  licenses  at  $5, 
Cash  on  hand  at  last  report, 

Total  Receipts,    .    . 

Postage, 

Sundries, 

Total  Disbursements, 
Balance  of  cash  on  hand,    . 


$131.00 

2,255.00 

326.50 

2,712.50 


1 1 20.00 

2,270.00 

326.48 

2,716.48 


13-91 

2,610.75 

101.75 


14.06 

2,610.90 

105.58 


^11,035.00 

326.50 

3.077-50 

80.49 

37-73 

2,441-57 

635-93 


$1,190.00 

105.58 

3. on. 58 

44-49 
21.21 

2,389-05 
622.53 


The  mistake  of  $220.92  in  the  amount  of  cash  on  hand 
at  the  beginning  of  the  year  1903  was  due  to  bringing 

'  The  niece  of  the  secretary-treasurer,  who  teaches  school  as  well 
as  keeps  books  for  the  Board  of  Examiners. 
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forward  the  cash  balance  for  the  year  1901  instead  of 
that  for  the  year  1902.  The  reasons  for  the  difference 
in  the  amounts  received  as  Hcense  fees,  and  the  amounts 
expended  for  postage  and  sundries  are  not  so  apparent. 
In  each  of  these  reports  there  were  five  mistakes  cor- 
rected, and  in  the  report  for  1903  one  remains  still  un- 
corrected.^*^ There  is  one  also  in  the  report  for  1904, 
as  is  shown  in  the  table  on  next  page. 

This  summary  shows  that  the  annual  income  from 
licenses  is  now  approximately  $3,500.00,  and  that  most 
of  this  amount  is  used  to  remunerate  the  members  of  the 
board  for  their  services,  and  to  pay  their  traveling  ex- 
penses. For  the  year  1904- 1905  a  total  of  420  days' 
service  and  22,057  ^"3  miles  travel  were  charged.  This 
was  sufficient  to  have  secured  a  careful  inspection  of  all 
the  shops  and  a  careful  examination  of  all  applicants  for 
licenses,  had  the  time  and  travel  been  well  spent.  They 
were  not.  Two  of  the  examiners  often  have  traveled 
together  when  inspecting  shops.  They  usually  return 
home  every  night.  Often  the  members  go  from  their 
homes  to  New  Haven  and  then  from  there  on  their  tour 
of  inspection.  This  wasteful  method  takes  much  extra 
time  and  travel,  but  as  the  examiner  gets  five  dollars  for 
each  day  he  works,  and  three  cents  for  each  mile  he 
travels  (while  it  costs  him  only  two  cents  on  the  rail- 
road), it  is  not  to  be  supposed  that  he  is  concerned  about 
extra  time  and  travel.  For  the  year  1902- 1903  one 
member  charged  for  1 26  miles  travel  for  each  day  served, 
and  another  charged  for  121  miles. ^^  We  wonder  how 
much  time  they  had  left  each  day  for  real  work,  and  how 
they  were  able  to  plan  their  routes  so  as  to  get  in  such  a 


"  Each  of  these  reports,  with  all  its  mistakes,  bears  the  stamp  of 
approval  of  a  committee  of  the  legislature. 
"  Report  of  Board  of  Examiners  of  Barbers,  1903. 
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large  daily  average  of  miles,  in  such  a  small  State !  We 
also  wonder  why,  in  1903,  when,  according  to  the  report 
for  that  year,  only  "about  eight  hundred  shops"  were 
inspected,  the  secretary-treasurer  found  it  necessary  to 
put  in  117  days  time,  travel  3,996  miles,  and,  at  the  same 
time,  have  an  assistant  at  a  cost  of  $158.00!  However, 
the  next  year  he  serves  148  days,  travels  6,427  1-3  miles, 
and  pays  his  assistant  $360.00;  and  in  1904-1905  he 
serves  172  days,  travels  6,540  miles  and  pays  his  assistant 
$410.00!  And  still  some  barber  shops  go  uninspected 
and  mistakes  creep  into  the  accounts  V-^ 

With  such  a  record  we  are  not  surprised  that  during 
the  past  year  these  examiners  were  the  auditors  at  a 
meeting  at  which  the  Governor,  the  Attorney  General, 
and  the  Deputy  Comptroller  were  the  speakers.  The 
writer  was  informed  at  the  Governor's  office  that  the 
speeches  were  not  for  publication. 

What  has  been  the  effect  of  this  law  upon  the  barber 
shops  and  the  barbers  ?  It  is  generally  conceded  that  the 
sanitary  condition  of  the  worst  shops  has  been  much 
improved,  yet  there  are  many  that  are  still  very  unsani- 
tary.^^ In  cities  where  they  existed  the  number  of  five- 
cent  shops  has  declined  rapidly.  There  has  been  but  a 
slight  change  in  the  number  of  barbers  in  the  State  since 
the  passage  of  the  license  law.  The  census  of  1900  gave 
1,907  as  the  number  at  that  time.-"  In  1901,  1,854 
barbers  were  registered  as  practicing  the  trade  when  the 
law  went  into  effect.-^  In  1902  there  were  451  new 
licenses  granted,  making  the  total  number  in  force  Sep- 

^*  In  the  report  for  1902  one  examiner  is  so  conscientious  that  he 
puts  in  his  bill  for  9,881  1-3  miles  traveled,  and  loi  17-20  days  served. 
Most  men  would  have  reported  102  days. 

^'  For  example,  the  five  cent  shops  on  State  and  Front  Streets  in 
Hartford. 

^°  Twelfth  Census,  U.  S.,  volume  on  Occupations,  p.  94. 
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tember  30,  1902,  2,305.^^  Doubtless  many  of  these  were 
not  practicing.  In  1903  there  were  1,716  renewals  and 
207  new  licenses  granted,  a  total  of  1,923.  In  1904  most 
of  the  licenses  were  not  renewed  until  after  the  report 
was  made."^  Many  of  these  went  to  swell  the  number 
given  in  the  last  report,  2,165,  so  that  it  is  impossible  to 
determine  from  the  reports  the  exact  number  of  licenses 
in  force  September  30,  1905.  The  number  probably  was 
not  far  from  that  given  for  1903,  namely,  1,923.  Thus, 
though  since  1901  more  than  a  thousand  licensed  barbers 
have  come  and  gone,  the  number  practicing  in  the  State 
at  any  one  time  has  not  varied  much  from  what  it  was  at 
the  census  of  1900,  namely,  1,907.  While  the  law  has  the 
effect  of  keeping  some  barbers  out  of  the  State,  it  may,  by 
bettering  conditions,  cause  others  to  enter  the  trade  as 
apprentices. 

While  the  law  has  not  decreased  the  number  of  bar- 
bers.-^ probably  it  has  improved  the  cjuality  of  the  work- 
men and  workmanship  by  keeping  out  many  of  the  float- 
ing "tramp"  barbers  from  other  States  and  by  providing 
for  an  apprenticeship  of  three  years.  Wages  are  higher 
than  when  the  law  was  passed,  but  probably  this  is  due 
more  to  the  general  prosperity  than  to  any  influence  of 
the  law. 

For  some  reason  the  barber  trade  in  Connecticut  is 
being  given  up  more  and  more  to  the  Italians.  Very  few 
American,  Irish-American,  or  German-American  youths 
are  learning  the  trade.  On  the  other  hand,  there  are 
many  Italian  apprentices.  Does  not  the  three-year  ap- 
prentice requirement  of  the  law  have  the  effect  of  hasten- 

"^  Reports  of  Board  of  Examiners  of  Barbers,  1901  and  1902. 

^  Only  1,019  licenses  were  renewed  in  1904.  There  were  287  new 
licenses  granted,  a  total  of  only  1,306. 

^  There  has  been  a  practical  decrease  as  compared  with  the  popu- 
lation of  the  State,  and,  some  claim,  as  compared  with  the  demands 
of  the  trade. 
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ing  this  movement  ?^^  Long  apprenticeships  are  not 
popular  with  American  boys. 

The  opinions  of  the  barbers  of  the  State  concerning  the 
Hcense  law  vary  greatly.  Visiting  the  shops,  one  hears 
almost  every  conceivable  opinion  of  the  law  and  its  work- 
ings. We  can  best  discuss  these  opinions  by  dividing  the 
barbers  into  two  classes,  the  "bosses"  and  the  journey- 
men. 

The  "bosses,"  generally,  are  strongly  opposed  to  the 
law,  because  it  hampers  them  in  securing  help  and  in 
their  dealings  with  their  journeymen.  Before  the  passage 
of  the  law  if  a  "boss"  needed  additional  men  he  could 
telegraph  to  an  agency  in  New  York  and  get  them  at 
once.  Now,  the  New  York  barbers  hesitate  to  come  to 
Connecticut  because  they  must  take  an  examination,  pay 
five  dollars  for  a  license  and,  in  many  towns,  pay  another 
five  dollars  to  join  the  barbers'  union.  The  "bosses" 
claim  that  for  this  reason  they  often  find  it  difficult  to 
get  men  when  they  need  them,  or  are  obliged  to  accept 
an  inferior  workman  who  lives  in  the  State.  They  claim, 
also,  that  the  unions  take  advantage  of  their  position  and 
dictate  terms  and  conditions.  Some  of  the  "boss"  bar- 
bers think  that  in  the  final  analysis  the  license  is  a  tax  on 
their  business  for  which  they  get  no  return.  This  idea 
caused  the  introduction  in  the  last  legislature  (1905)  of 
a  bill  which  relieved  the  journeyman  from  paying  a 
license  and  required  each  "boss"  to  pay  ten  dollars  a 
year.2^     Under  such  a  law,  it  was  claimed,  the  "boss" 

"  The  Barbers  and  Hairdressers  of  Connecticut : 

Aggregate    1,834      Single  and  unknown. 692 

Native  parents  225       Married    1,087 

Foreign  parents 489      Widowed   49 

Foreign  white   1,043      Divorced    6 

Negro     jy 

Twelfth  U.  S.  Census,  Volume  on  Occupations,  p.  240. 

^  This  bill  was  strongly  supported  by  Mr.  Goldberg,  a  "boss" 
barber  of  Waterbury.     He  favored  the  ten  dollar  license  as  being 
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barber  would  still  pay  the  tax  but  would  not  be  hampered 
in  securing  workmen. 

The  majority  of  the  journeymen  barbers  favor  the 
law  in  principle.  They  believe  that  such  a  law  is  just 
and  proper,  and  that  if  it  were  well  enforced  it  would 
result  in  great  benefit  to  the  trade.  They  say  that  it 
prevents  the  "boss"  from  discharging  his  men  without 
cause  and  telegraphing  to  New  York  and  securing  men 
to  take  their  places.  They  think  that  it  has  kept  out 
"tramp"  barbers,  improved  the  sanitary  condition  of  the 
shops,  and  raised  the  standard  of  workmanship.  On  the 
other  hand,  there  is  a  very  large  minority  of  the  barbers 
who  oppose  the  law.  They  say  they  should  not  be  re- 
quired to  pay  a  license  for  the  privilege  of  pursuing  their 
trade  and  earning  their  living;  that  there  is  no  more 
reason  for  licensing  the  barber  than  the  butcher ;  that  the 
public  health  was  never  endangered;  and  that  the  law 
has  had  little  if  any  effect  on  conditions  as  they  existed 
prior  to  its  passage. 

On  one  point  the  barbers,  both  "bosses"  and  journey- 
men, are  largely  agreed,  i.  e.,  that  the  law  has  never  been 
carefully  and  properly  administered.  The  enforcement 
is  very  frequently  denounced  as  a  "farce,"  and  often  it 
is  said  that  the  main  use  of  the  law  is  to  furnish  the 
opportunity  for  "graft,"  and  a  "soft  snap"  for  three  men. 
Even  those  who  favor  the  law  in  principle,  and  who 
were  instrumental  in  securing  its  passage,  are  disgusted 
with  its  enforcement.  A  large  minority  of  the  barbers 
of  the  State  to-day  would  vote  for  a  repeal  of  the  law. 

Though  ostensibly  a  public  health  ordinance,  the  bar- 
bers' license  law  was  a  class  measure.  As  such  it  has 
partially  succeeded.     It  has  strengthened  the  unions  and 


an  improvement  upon  the  present  license,  but  claimed  there  was  no 
justification  for  either. 
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has  aided  them  in  securing  better  conditions  in  the  trade. 
But  it  has  done  this  largely  through  its  monopolistic  ten- 
dencies and  hence  cannot  be  defended  on  this  ground. 
Monopolistic  laws  and  class  legislation  are  opposed  to  the 
policy  of  the  State  and  are  dangerous  to  its  industries. 
If  the  constitutionality  of  this  law  is  tested  it  must  be 
defended  as  a  health  ordinance,  and  must  stand  or  fall 
on  its  merits  as  such.  Were  conditions  in  the  barber 
shops  of  the  State  at  the  time  of  the  passage  of  this  law 
such  as  to  require  such  regulations  for  the  protection  of 
public  health?  A  disease  of  the  face,  popularly  known 
as  "barber's  itch,"  was  much  talked  of  to  arouse  public 
sympathy  for  the  act;  but  in  reality  there  were  compara- 
tively few  cases  of  this  disease  and  most  of  these  were  of 
doubtful  origin.-^  The  public  health  probably  is  in  more 
danger  from  the  carelessness  of  grocers  than  from  that 
of  barbers,  yet  they  are  not  licensed.  Before  the  law  of 
1903  (ch.  130)  there  were  no  provisions  regulating  the 
sanitary  condition  of  the  shops,  or  providing  for  their 
inspection. ^^  Under  this  law  the  board  of  examiners  can 
do  no  more  than  the  local  boards  of  health  can  do  without 
the  law.  Indeed,  under  it,  the  final  enforcement  of  the 
sanitary  regulations  devolves  upon  the  local  health  of- 
ficers. What  was  needed,  if  anything,  was  not  more  law 
and  a  new  commission,  but  a  better  enforcement  of  exist- 
ing sanitary  regulations  by  the  local  health  officers.  If 
these  officers  do  their  duty  there  is  little  need  for  a  special 
commission  to  look  after  the  sanitary  condition  of  the 
barber  shops ;  and  the  employers  and  the  customers  are 
the  best  judges  as  to  the  skill  of  the  workmen.     In  the 


°'  Testimony  of  numerous  barbers  of  the  State. 

'*  This  fact  and  the  provision  in  the  law  of  1901  that  "in  no  event" 
should  the  compensation  of  the  examiners  be  paid  out  of  the  State 
treasury  are  good  evidence  that  the  law  of  1901  originated  as  a  class 
measure  and  not  as  a  health  ordinance. 
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opinion  of  the  writer  this  law  cannot  be  justified  as  a 
health  ordinance. 

If  this  law  is  retained  on  the  statute  books,^^  it  should 
be  as  a  health  ordinance  and  not  as  a  class  measure. 
Hence,  the  provisions  which  relate  to  sanitation  and 
inspection  should  be  strengthened  and,  so  far  as  possible, 
those  which  have  a  monopolistic  tendency  should  be 
repealed.  The  board  should  be  required  to  inspect  all 
shops  at  least  once  a  year,  and  should  be  given  power  to 
close  a  shop  if  unsanitary  or  if  the  barber  is  practicing 
without  a  license.  The  monopolistic  effect  of  the  law 
might  be  partially  obviated  by  the  acceptance  of  the 
licenses  of  experienced  barbers  from  other  States  after 
proper  certification  by  the  barber  examiners  of  those 
States.  Since  employers,  generally,  acknowledge  that 
the  law  works  against  their  interests,  better  enforcement 
would  probably  be  secured  if  the  law  provided  that  one  of 
the  examiners  should  be  appointed  from  persons  recom- 
mended by  the  non-union  journeyman  barbers,  one  from 
persons  recommended  by  the  Connecticut  State  Barbers' 
Protective  Association  and  one  from  persons  recom- 
mended by  the  "boss"  barbers'  State  association.-^  The 
members  of  the  board  should  be  paid  by  the  State  Treas- 
ury, and  their  remuneration  should  in  no  sense  be  de- 
pendent upon  the  number  of  licenses  issued  or  the  num- 
ber of  miles  traveled,  as  it  is  at  present.  The  accounts 
should  be  audited  annually;  and  the  reports  of  the  board 
to  the  Governor  should  be  published  with  the  other  public 
documents.  The  law,  at  best,  confers  somewhat  of  a 
monopolistic  privilege  upon  those  licensed,  and,  hence,  it 
is  not  unjust  to  require  them  to  pay  a  small  license  fee, 
even  though  the  law  is  retained  as  a  health  ordinance. 

^A  similar  law  in  New  York  was  repealed  recently. 

^  So  far  all  persons  appointed  on  the  board  have  been  "boss" 
barbers,  except  one,  and  this  one  bought  a  shop  two  weeks  after 
entering  upon  his  duties. 


CHAPTER  X. 


CONVICT  LABOR. 


The  question  of  the  proper  method  of  employment  of 
its  convicts  is  one  that  has  been  debated  and  experi- 
mented upon  by  each  of  the  older  States  of  the  Union. 
Some  follow  one  system,  and  some  another,  and  most  of 
them  have  tried  several  different  ones;  yet  all  have  not 
been  able  to  agree  upon  any  one  system.  The  various 
interests  involved  make  the  question  of  the  proper  em- 
ployment of  convict  labor  a  many  sided  one,  and  one 
difficult  of  solution.  In  this  chapter  will  be  given  the 
experience  of  Connecticut  in  her  attempts  to  solve  this 
problem. 

The  Law. — In  Connecticut  the  legislation  concerning 
convict  labor  has  been  small  in  amount  and  its  provisions 
have  changed  little  since  the  establishment  of  the  State 
Prison  at  Wethersfield  in  1827,  An  act  of  that  year 
(ch.  27)  gave  the  directors  of  the  prison  "power  and 
authority  to  prescribe  and  direct  the  course  and  manner 
of  employment  of  the  prisoners  committed  to  said 
prison,"  and  provided  that  the  warden  should  superin- 
tend the  labor  and  conduct  of  the  prisoners  and  act  as 
the  general  agent  of  the  prison  as  to  purchases  and  sales 
therefor,  and  that  he  should  conduct  the  business  of  the 
prison  on  cash  estimates  only.  These  are  the  principal 
provisions  of  the  present  law  (G.  S.  1902,  sees.  2900- 
2901). 

Another  provision  of  the  act  of  1827  (ch.  27,  sec.  5) 
was  that  if  any  prisoner  should  be  retained  in  prison 
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solely  for  the  costs  of  prosecution,  and  in  the  opinion  of 
the  directors  should  be  unable  to  pay  said  costs,  and  had 
conducted  himself  well  or  should  be  unable  to  labor,  the 
warden  might  accept  his  note  for  the  amount  of  the  costs 
and  discharge  him ;  but  if  the  prisoner  had  not  conducted 
himself  well  and  was  able  to  labor  he  might  be  held  in 
sei'vice  to  pay  such  costs;  and  in  this  case  he  should  be 
allowed  journeyman's  wages  for  like  service.  This  pro- 
vision is  the  same  in  the  revision  of  1902  (sec.  2913), 
except  that  the  warden  may  remit  the  amount  of  the  costs 
if  the  prisoner  is  unable  to  pay  them. 

In  1836  (ch.  48)  it  was  enacted  that  any  person  held 
in  the  state  prison  for  the  non-payment  of  a  fine  should 
be  allowed  fifty  dollars  per  year  for  his  labor.  In  the 
revision  of  1875  (Title  9,  ch.  i,  sec.  9),  and  in  the  re- 
vision of  1902  (sec.  2914),  the  amount  of  pay  is  one 
hundred  dollars  per  year. 

Before  1880  the  directors  had  full  power  in  determin- 
ing what  industries  should  be  carried  on  in  the  prison. 
Certain  of  the  industries  that  had  been  carried  on  there 
had  been  objected  to  as  being  injurious  to  the  same  in- 
dustries outside  the  prison,  and  to  free  labor.  Others  of 
these  industries,  it  was  claimed,  were  not  suited  to  the 
reformation  of  the  prisoners.  The  report  of  the  Special 
Commission  on  Contract  Convict  Labor  in  Connecticut 
in  1880  (p.  43)  says: 

"There  is  also  great  need  of  some  safeguard  restrict- 
ing the,  at  present,  unlimited  power  which  permits  con- 
tracts to  be  made  for  convict  labor  without  consulting 
any  of  the  industrial  interests  of  the  States." 

"The  Commissioners  ...  all  recognize  the  neces- 
sity of  adopting  greater  safeguards  than  any  now  pro- 
vided by  law ;  safeguards  which  shall  limit  this  power  by 
giving  manufacturers  and  artisans  an  opportunity  to  be 
heard  whenever  new  contracts  for  convict  labor  are  to  be 
made." 
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This  Commission  presented  a  bill  for  an  act  regulating 
the  letting  of  contracts  for  convict  labor.  The  act  which 
followed  (1880,  ch.  70)  provides: 

"That  whenever  it  shall  be  proposed  to  employ  fifty  or 
more  of  the  prisoners  ...  by  contract  or  otherwise, 
at  any  trade  or  occupation,  the  directors  .  .  .  shall 
give  public  notice  of  the  fact  .  .  .  in  .  .  .  the 
papers  .  .  .  and  shall  inquire  into  the  effect  of  such 
proposed  employment  upon  the  interest  of  the  state,  the 
moral  and  physical  condition  of  the  prisoner,  and  upon 
free  labor;  and  .  .  .  shall  give  a  hearing  to  all  who 
may  wish  to  be  heard  in  the  matter,  and  if  it  shall  appear 
.  .  .  that  such  proposed  employment  will  not  be  for 
the  interest  of  the  state,  or  will  be  detrimental  to  the 
moral  or  physical  condition  of  the  prisoner,  or  will  seri- . 
ously  injure  the  citizens  of  this  or  any  other  state  engaged 
in  such  proposed  trade  or  occupation,  it  shall  be  pro- 
hibited." 

This  law  was  in  the  revision  of  1888  (sec.  3355),  but 
it  was  carelessly  omitted,  or  purposely  excluded,  from 
the  revision  of  1902.  The  secretary  of  the  present  Board 
of  Directors  of  the  prison  thinks  it  was  not  omitted 
through  carelessness,  but  that  "it  was  eliminated  in  the 
interest  of  simplicity  and  condensation  and  that  the  act 
was  regarded  as  superfluous."  However  this  may  be, 
we  must  question  the  propriety  of  a  revision  committee 
appointed  by  one  legislature  throwing  out  a  law  passed 
upon  the  recommendation  of  an  investigating  committee 
appointed  by  a  previous  legislature,  especially  when,  as 
in  this  case,  conditions  have  changed  little  in  the  mean- 
time. Open  and  public  bidding  for  contracts  is  one  of 
the  surest  guarantees  against  injurious  competition  by 
contract  convict  labor. 

The  act  of  1880,  it  is  true,  was  brought  into  use  but  a 
few  times  at  most.  The  proposal,  in  1883,  to  contract 
about  sixty  men  to  make  shoes,  and  the  piece-price  con- 
tract for  making  shirts,  let  in  1895,  were  duly  advertised 
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as  the  act  required.  The  writer  has  learned  of  no  other 
case  in  which  the  proposal  to  contract  convict  labor  was 
advertised,  or  in  which  a  hearing  was  granted  on  the 
effects  of  carrying  on  the  proposed  industry  in  the  prison. 
However,  there  may  have  been  a  few  other  cases.  Sev- 
eral years  previous  to  the  enactment  of  this  law  there 
were  a  number  of  contractors  in  the  prison  and  several 
industries  were  carried  on  there.  These  industries  were 
given  up  one  by  one  and  the  convicts  that  had  been  em- 
ployed in  them  were  contracted  to  certain  shoemaking 
firms  that  held  contracts  in  the  prison.  At  the  time  the 
law  was  passed  these  firms  held  three  or  four  contracts, 
each  terminating  at  a  different  time.  As  these  terminated 
they  were  renewed,  and  usually  for  less  than  fifty  men 
each.  For  several  years  one  firm  has  held  five  separate 
contracts  for  the  labor  of  convicts  at  shoemaking.  As 
each  of  these  contracts  was  for  less  than  fifty  men,  the 
law  did  not  require  that  the  intention  to  let  it  be  adver- 
tised or  that  a  hearing  be  granted.  Whether,  as  has  been 
suggested  to  the  writer  by  one  of  the  present  officials  at 
the  prison,  these  contracts  were  purposely  made  for  less 
than  fifty  men  each,  in  order  to  evade  the  requirements 
of  the  act  of  1880,  the  writer  is  unable  to  say;  but  it 
seems  that  the  directors  and  wardens  were  never  favor- 
able to  the  act  and  preferred  to  have  full  sway  in  the 
letting  of  contracts.^ 

In  1895  (ch.  153)  it  was  enacted  that, 

no  prisoner  in  the  state  should  be  employed  "in  or 
about  the  manufacture  or  preparation  of  any  drugs,  med- 
icines, food  or  food  material,  cigars  or  tobacco,  or  any 
preparation  thereof,  pipes,  chewing  gum,  or  any  other 
article  or  thing  used  for  eating,  drinking,  chewing,  or 
smoking,  or  for  any  other  use  within  or  through  the 
mouth  of  any  human  being." 

*  The  five  contracts  in  force  in  1894  called  respectively  for  48,  46, 
49,  44  and  49  men. — Report  Directors  Conn.  State  Prison,  1894,  p.  70. 
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In  the  revision  of  1902  (G.  S.  sec.  2902)  the  provision 
is  practically  the  same. 

This  law,  under  the  guise  of  a  health  measure,  seems 
in  reality  to  have  been  secured  by  organized  labor,  in  the 
interests  of  the  cigarmakers.-  However,  it  was  merely  a 
preventive  measure,  so  far  as  the  manufacture  of  cigars 
was  concerned,  as  their  manufacture  in  the  state  prison, 
never  extensive,  was  wholly  discontinued  in  1878. 

An  early  law  provided  that  the  warden  might  employ 
the  prisoners,  "not  exceeding  ten  at  a  time,  outside  the 
prison  walls."  The  board  of  directors,  in  1896,  finding 
this  number  insufficient  to  carry  on  the  farm  work  outside 
the  prison,  recommended  a  change  in  the  law,  and,  by 
an  amendment  of  1897  (ch.  103),  the  warden  was  per- 
mitted to  employ  such  number  of  prisoners  as  might  be 
approved  by  the  board  of  directors  outside  the  prison 
walls,  within  two  miles  thereof,  under  the  charge  of  some 
proper  officer  of  the  prison.  The  law  is  the  same  in  the 
revision  of  1902  (sec.  2901). 

Old  Newgate.  —  About  1705  there  was  discovered, 
about  sixteen  miles  northwest  of  Hartford,  a  rich  vein 
of  copper  ore.  A  company  was  formed  in  1707  to  work 
it,  but  "after  being  worked  seventy  years  by  free-labor, 
slave-labor,  and  the  imported  article,  the  enterprise  was 
abandoned,  having  bankrupted  a  score  of  chartered  com- 
panies."^ At  this  time,  1773,  Connecticut  was  in  need 
of  greater  prison  accommodations.  The  county  jails,  its 
only  penal  institutions,  were  overcrowded  and  insecure. 
It  lacked  the  means  to  build  a  state's  prison.  "In  this 
dilemma  some  bright   spirits   suggested   employing  the 

'  The  Cigarmakers'  Union  secured  the  introduction  of  the  bill. — 
See  Report  Annual  Convention  Conn.  Branch  American  Federation 
of  Labor,  1895. 

^  Lippincotfs,  27:  290,  291;  Noah  A.  Phelps,  Hist,  of  Simsbury, 
Granby,  and  Canton,  pp.  113-119;  Richard  H.  Phelps,  Hist,  of  New- 
gate, p.  23. 
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abandoned  copper  mine  at  Simsbury  (now  East  Granby) 
as  a  convict  hold — a  suggestion  received  with  great  favor 
by  the  people  and  adopted  by  the  legislature  of  1773."^ 
This  new  prison,  "once  the  most  terrible  of  modern 
prisons,"  was  named  Newgate,  after  the  famous  prison 
of  that  name  in  London.  From  1775  to  1783  it  was  the 
national  prison  of  the  Continental  Government,^  and 
from  1790  to  1827  the  state  prison  of  Connecticut. 

"The  dungeons  and  cells — the  prison  proper — were 
one  hundred  feet  beneath  the  ground;  and  it  was  this 
feature  that  gave  the  old  Newgate  its  unique  and  horrible 
character  and  made  it  the  terror  of  evil-doers  wherever 
its  ominous  fame  was  sounded.  The  entrance  to  those 
dungeons  is  by  a  perpendicular  shaft  fifty  feet  deep.  .  .  . 
At  the  bottom  of  the  shaft  a  flight  of  stone  steps  leads 
down  thirty  or  fifty  feet  farther  to  a  central  chamber, 
which  contained  the  sleeping  apartments  of  the  convicts. 
On  one  side  a  narrow  passage  leads  down  to  a  well  of 
pure  water,  above  which  an  air-shaft  pierces  the  sand 
stone  for  seventy  feet,  until  it  reaches  the  surface  and 
admits  a  few  cheering  rays  of  light  into  the  dungeon. 
Everywhere  else  a  Cimmerian  darkness  prevails.  .  .  . 
The  lowest  depth  reached  is  three  hundred  feet."  There 
are  three  parallel  galleries  here,  eight  hundred  feet  long 
and  connected  crosswise  by  passages.*^ 

For  a  time  the  convicts  in  old  Newgate  were  employed 
working  the  mines,  but  this  was  soon  given  up.  They 
soon  learned  to  use  their  picks  and  shovels  in  digging  a 
way  out."^  Smith  shops  for  the  manufacture  of  nails 
were  then  operated  in  the  caverns.     In  1780  workshops 


*C.  B.  Todd,  LippincoU's,  27:  291;  Noah  A.  Phelps,  Hist,  of 
Simsbury,  Granby,  and  Canton,  pp.  120,  121. 

'  "It  is  interesting  to  note  that  the  first  commitment  of  prisoners 
of  this  class  was  made  by  General  Washington,"  Ibid.,  292.  See, 
also,  Noah  A.  Phelps,  Hist,  of  Simsbury,  Granby,  and  Canton,  p.  125; 
Richard  H.  Phelps,  Hist,  of  Newgate,  pp.  76,  77. 

"  Lippincott's,  2.7 :  290. 

''Ibid.,  p.  291;  Richard  H.  Phelps,  Hist,  of  Nezvgate,  p.  81. 


222  American  Economic  Association  [634 

were  erected  above  ground  for  the  employment  of  the 
convicts.  "Their  employment  consisted  in  making  nails, 
barrels,  shoes,  wagons,  doing  job  work,  farming  and 
working  on  the  tread  mill."'^  "All  were  allowed  to  work 
for  themselves  or  others  after  their  daily  tasks  were 
finished,  and  in  that  way  some  of  them  actually  laid  up 
considerable  money."^  In  1825  a  committee  of  the  legis- 
lature, appointed  to  inspect  the  condition  of  Newgate 
Prison,  said  in  its  report  : 

"The  prisoners  are,  on  arriving  at  the  prison,  placed 
to  the  trade  to  which  they  have  been  accustomed.  If  they 
have  no  trade,  they  are  employed  as  waiters,  common 
laborers,  and  perform  duty  on  the  Tread-Mill.  There 
are  Waggon  and  Machine  makers  9 — Nailers  16 — Black- 
smiths 5 — Shoemakers  22 — Taylors  2 — Coopers  11 — 
Stone  Cutters  3 — common  laborers  23 — the  others  are 
either  waiters,  cooks,  etc.,  or  are  old  and  infirm." 

The  industries  in  Newgate  seem  to  have  been  carried 
on  under  the  public  account  system.  For  several  years 
before  its  abandonment  the  prison  cost  the  State  over 
seven  thousand  dollars  annually  for  its  maintenance. 

Kendall,  who  visited  Newgate  in  1807,  "when  it  was 
at  its  best  estate,"  says  :^ 

"On  being  admitted  into  the  gaol-yard,  I  found  a 
sentry  under  arms  within  the  gate  and  eight  soldiers 
drawn  up  in  a  line  in  front  of  the  gaoler's  house.  A  bell, 
summoning  the  prisoners  to  work,  had  already  rung; 
and  in  a  few  moments  they  began  to  make  their  appear- 
ance. They  came  in  irregular  numbers,  sometimes  two 
or  three  together,  and  sometimes  a  single  one  alone ;  but, 
whenever  one  or  more  were  about  to  cross  the  yard  to 
the  smithy,  the  soldiers  were  ordered  to  present,  in  readi- 
ness to  fire.  The  prisoners  were  heavily  ironed,  and 
secured  both  by  handcuffs  and  fetters;  and,  being  there- 
fore unable  to  walk,  could  only  make  their  way  by  a 

^  Richard  H.  Phelps,  History  of  Nezvgate,  pp.  88,  90. 
'  Travels    through    the    Northern    Parts    of    the    United    States," 
1807- 1808,  1 :  210-216. 
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sort  of  jump  or  hop.  On  entering  the  smithy,  some  went 
to  the  sides  of  the  forges,  where  collars,  dependent  by- 
iron  chains  from  the  roofs,  were  fastened  round  their 
necks,  and  others  were  chained  in  pairs  to  wheelbarrows.^*^ 
.  .  .  This  establishment,  as  I  have  said,  is  designed  to 
be,  from  all  its  arrangements,  an  object  of  terror,  and 
everything  is  accordingly  contrived  to  make  the  life  en- 
dured in  it  as  burdensome  and  miserable  as  possible." 

"The  cells  are  near  the  well,  but  at  different  depths 
beneath  the  surface,  none  perhaps  exceeding  sixty  feet. 
They  are  small,  rugged,  and  accommodated  only  with 
wooden  berths,  and  some  straw.  The  straw  was  wet, 
and  there  was  much  humidity  in  every  part  of  this 
obscure  region ;  but  I  was  assured  I  ought  to  attribute 
this  only  to  the  remarkable  wetness  of  the  season ;  that 
the  cells  were  in  general  dry,  and  that  they  were  not 
found  unfavorable  to  the  health  of  the  prisoners. "^^ 

"Into  these  cells  the  prisoners  are  dismissed  at  four 
o'clock  in  the  afternoon,  every  day  without  exception, 
and  at  all  seasons  of  the  year.  They  descend  in  their 
fetters  and  handcuffs ;  and  at  four  o'clock  in  the  morning 
they  ascend  the  iron  ladder,  climbing  it  as  well  as  they 
can,  by  the  aid  of  their  fettered  limbs.    ..." 

"Going  again  into  the  workshop  or  smithy  I  found  the 
attendants  of  the  prison  delivering  pickled  pork  for  the 
dinner  of  the  prisoners.  Pieces  were  given  separately  to 
the  parties  at  each  forge.  They  were  thrown  upon  the 
floor  and  left  to  be  washed  and  boiled  in  the  water  used 
for  cooling  the  iron  wrought  at  the  forges.  Meat  had 
been  distributed  in  like  manner  for  breakfast." 

"...  Prisoners  in  this  gaol  are  treated  precisely 
as  tigers  are  treated  in  a  menagerie ;  and  if  the  minds  of 
men  are  influenced  by  education,  then  the  education  of  a 
tiger  may  be  expected  to  make  a  tiger  of  the  man.  From 
all  persons  in  and  about  the  gaol,  you  hear  of  nothing 
but  the  ferocious  disposition  of  the  prisoners,  and  of  the 

'"'  See,  also,  Richard  H.  Phelps,  Hist,  of  Newgate,  pp.  86,  87 ;  Noah 
A.  Phelps,  Hist,  of  Simsbury,  Granby,  and  Canton,  pp.  127,  128. 

"  See,  also,  Richard  H.  Phelps,  Hist,  of  Newgate,  pp.  83,  84 ;  Noah 
A.  Phelps,  Hist,  of  Simsbury,  Granby,  and  Canton,  p.  132. 
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continual  fear  in  which  they  keep  their  keepers.  Now, 
nothing  ought  less  to  excite  our  surprise  than  this. 
Everything  that  human  art  can  do,  is  in  this  instance 
done,  to  brutify  and  intlame  the  victim;  and  what  more 
natural,  than  that  this  being  done,  he  should  in  his  own 
turn  become  an  object  of  alarm,  to  those  by  whom  he  is 
brutified  and  inflamed  ?"^- 

Industries  Carried  on  at  the  State  Prison. — In  1827 
the  prisoners  were  removed  from  Newgate  to  the  new 
prison  at  Wethersfield.^^  There  were  eighty-one  prison- 
ers brought  from  Newgate  ;^"*  and  the  industries  that  had 
been  carried  on  there  were  transferred  to  the  new  prison 
and  continued  on  public  account. ^°  These  industries  were 
nail-making,  smith  work,  cooperage,  wagon  making,  and 
shoe  making.  The  directors  of  the  prison  soon  began 
hiring  the  labor  of  convicts  to  contractors,  and  the  public 
account  system  was  gradually  replaced  by  the  contract 
system.  After  about  1844  the  State  employed  on  its  own 
account  only  those  prisoners  who  could  not  be  contracted 
or  who  were  unfit  for  contract  work.^^  Since  1856,  with 
the  exception  of  a  few  convicts  employed  during  eight 
different  years,  to  prevent  their  remaining  idle,  the  State 
has  carried  on  no  industries  on  its  own  account  (see 
table,  pp.  227-233).  One  reason  why  the  State  gave  up 
manufacture  on  its  own  account  was  the  difficulty  expe- 
rienced in  finding  sale  for  the  products. ^'^  This  was  the 
direct  cause  for  abandoning  the  industries  brought  from 

"  See,  also,  Noah  A.  Phelps,  Hist,  of  Simsbury,  Granby,  and  Can- 
ton, p.  134;  Richard  H.  Phelps,  Hist,  of  Newgate,  p.  89. 

"  "\Yhen  the  prisoners  arrived  from  Newgate,  irons  were  found 
upon  many  of  them,  which  they  had  constantly  worn." — Report 
Directors  Conn.  State  Prison,  1828,  p.  5. 

"  Noah  A.  Phelps,  Hist,  of  Simsbury,  Granby,  and  Canton,  p.  129. 
Richard  H.  Phelps  in  his  Hist,  of  Newgate,  p.  130,  gives  127  as  the 
number  removed  to  Wethersfield. 

"  Report  of  Legislative  Investigating  Committee  on  Conn.  State 
Prison,  1842,  p.  9. 

"  Report  Directors  Conn.  State  Prison,  1876. 
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Newgate  and  employing  the  convicts  at  making  chair 
seats. ^^  Another  important  reason  for  giving  up  the 
public  account  system  was  that  the  contract  system  had 
proven  to  be  more  profitable.  For  the  seventeen  years 
next  preceding  its  abolishment  $125,081.06  was  drawn 
from  the  State  treasury  to  support  the  Newgate  prison. 
The  profits  of  the  new  prison  for  the  same  length  of  time 
were  $93,146.48.^^ 

In  1828  there  were  five  industries  carried  on  in  the 
prison,  in  1836  there  were  eight,  in  1842  ten,  in  1846 
five,  in  1856  nine,  in  1863  three,  from  1879  to  1895  one, 
and  from  1895  to  the  present  there  have  been  two.  (See 
table,  pp.  227-233).  A  varied  assortment  of  things  have 
been  manufactured  during  this  time,  but  many  of  them 
only  for  short  periods.  A  few,  however,  were  manufac- 
tured for  a  long  term  of  years,  as  shoes,  rules,  chairs, 
and  chair  seat  frames.  Until  1857  ^^e  custom  was  to 
have  many  industries  and  a  small  number  of  men  in  each 
industry.  Before  this  time  the  average  number  of  men 
to  an  industry  was  less  than  twenty-five  and  the  largest 
number  in  any  industry  had  not  exceeded  fifty.  Since 
1857  the  number  of  industries  has  decreased  rapidly,  and 
the  number  of  men  in  each  industry  has  increased  as 
rapidly.  In  1880  the  manufacture  of  boots  and  shoes 
was  the  only  industry,  and  it  employed  two  hundred  men. 
This  number  had  risen  to  248  before  the  manufacture  of 
shirts  was  begun  in  1895.  At  present  (1905)  245  men 
are  employed  in  the  shoe  shops  and  no  in  the  shirt 
factory.  The  decline  in  the  number  of  industries  has 
been  due  largely  to  the  complaint  that  the  industries  car- 
ried on  in  the  prison  were  injurious  to  similar  industries 
outside  the  prison,  or  to  free  laborers.  It  has  been  due 
partly  to  contractors  abandoning  their  contracts. 

"  Ibid.,  1830,  p.  5. 
''  Ibid.,  1844,  P-  7- 
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In  order  to  discuss  intelligently  convict  labor  in  its 
relation  to  the  reformation  of  the  prisoner,  and  in  its 
relation  to  competition  with  free  labor  and  with  indus- 
tries carried  on  outside  the  prison,  it  is  necessary  that 
we  know  what  and  how  many  industries  were  carried  on 
in  the  State  prison  at  the  time  of  which  we  speak,  how 
many  men  were  employed  in  each,  and  under  what  sys- 
tem. The  writer,  learning  that  in  Connecticut  there  was 
a  great  lack  of  information  on  these  points  on  the  part 
of  those  most  interested  in  the  question  of  convict  labor, 
and  even  on  the  part  of  the  prison  officials  themselves, 
and  finding  that  this  information  was  not  easily  accessi- 
ble, determined  to  construct  a  table  which  would  give 
this  information  for  each  year  since  the  establishment 
of  the  prison  at  Wethersfield  in  1827.  In  constructing 
the  table  the  reports  of  the  directors  of  the  prison  and 
the  reports  of  special  legislative  investigating  committees 
on  prison  matters  were  relied  on  mainly  for  data.  A 
number  of  the  early  reports  of  the  directors  are  missing,^^ 
and  the  few  found  for  the  years  before  1836  give  little 
information  on  these  points.  The  information  for  these 
years  was  gleaned  from  the  report  of  a  legislative  inves- 
tigating committee  appointed  in  1841.  This  report  does 
not  give  the  number  of  men  in  each  industry  each  year. 
The  reports  of  the  directors  and  those  of  the  legislative 
investigating  committees  differ  in  some  of  their  state- 
ments. The  table  indicates  the  industries  carried  on  and 
the  men  employed  in  each  at  the  time  of  closing  the 
report  for  each  year,  hence  a  few  industries  that  were 
carried  on  for  only  a  few  months  between  reports  do  not 
appear  in  the  table.  The  table,  too,  shows  only  the  num- 
ber employed  producing  for  the  market.  For  all  these 
reasons  the  table  must  be  offered  with  this  apology  and 
explanation.     It  is  approximately  correct. 

"  From  the  Yale  University  library,  from  the  Connecticut  State 
library,  and  from  the  State  Prison. 
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INDUSTRIES  CARRIED  ON  IN  THE   CONNECTICUT    STATE 
PRISON— (Concluded) 


Under  Contract 

Under  Piece-Price 

Grand  Totals 

NET  LOSS  OF 

Goods  Manufac- 

Goods Manufac- 

PRISON TO 

Year 

tured  and  Men 
Employed 

tured  and  Men 
Employed 

Trades 

Men 

STATE 

187S 

shoes  237 

I 

237 

$1,417. 

1S79 

shoes  200 

I 

200 

692.  (gain) 

18S0 

shoes  190 

I 

190 

3.048. 

iSSi 

shoes  180 

I 

180 

5.259- 

1S82 

shoes  168 

I 

168 

7,073- 

1883 

shoes  206 

I 

206 

3.403- 

1SS4 

shoes  195 

I 

195 

3.10S. 

1885 

shoes  21S 

I 

218 

5.792- 

1886 

shoes  197 

I 

197 

2,401. 

1887 

shoes 

4.184. 

18S8 

shoes  221 

I 

221 

7.567- 

1S89 

shoes 

l8go 

shoes  211 

I 

211 

23,106." 

1891 

shoes 

l8q2 

shoes  239 

I 

239 

14,963." 

1893 

shoes 

1894 

shoes  248 

I 

248 

27,944." 

1895 

shoes  235 

shirts    47 

2 

282 

30,830. 

1896 

shoes  231 

shirts     50 

2 

281 

18,036. 

1897 

shoes  236 

shirts    70 

2 

306 

49,780. 

1898 

shoes  240 

shirts    92 

2 

332 

30,961. 

1899 

shoes  260 

shirts     89 

2 

349 

1900 

shoes  241 

shirts     84 

2 

326 

21,020. 

I90I 

shoes  23S 

shirts    85 

2 

323 

36,654. 

1902 

shoes  234 

shirts  104 

2 

338 

21,183. 

1903 

shoes  253 

shirts  loS 

2 

361 

30,251. 

1904 

shoes  245 

shirts    98 

2 

341 

23.943- 

1905 

shoes  245 

shirts  no 

2 

355 

24.913- 

'^'  This  includes  preceding  year  also. 

The  Contract  System. — While  in  the  early  history  of 
the  Connecticut  State  prison  the  industries  were  carried 
on  under  the  public  account  system,  and  while  in  recent 
years  a  large  number  of  the  convicts  have  been  employed 
on  the  piece-price  plan,  the  general  policy  of  Connecticut 
has  been  to  employ  her  prisoners  under  the  contract  sys- 
tem (see  table,  pp.  227-233).  Is  this  the  proper  system 
for  attaining  the  objects  sought  by  imprisonment  ?  These 
objects  should  be  (i)  to  protect  society,   (2)  to  reform 
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the  criminal,  (3)  to  punish  crime,  and  (4)  to  force  the 
criminal,  where  he  has  not  done  so,  to  earn  his  own 
living  and  cease  being  a  burden  on  society.  The  safety 
of  society  should  be  first  considered  and  next  the  reform- 
ation of  the  prisoner.  The  profitable  application  of  the 
convict's  labor  should  always  be  held  subsidiary  to  his 
reformation ;  and,  hence,  that  form  of  prison  labor  should 
be  adopted  which  will  best  work  the  reformation  of  the 
prisoner.     Is  this  the  contract  system? 

It  is  often  claimed  against  the  contract  system  of 
prison  labor,  that  the  presence  of  the  contractor  in  the 
prison  is  a  foreign  and  not  desirable  influence;  that  his 
interest  is  almost  of  necessity  in  antagonism  with  the 
higher  interests  of  prison  discipline  and  reform ;  that  his 
only  care  is  to  get  as  much  work  out  of  the  men  as  he 
can  for  the  price  paid ;  and  that  these  interests  of  the  con- 
tractor must  somewhat  interfere  with  the  proper  govern- 
ment of  the  prison.  It  is  said,  also,  that  the  contract 
system  takes  the  convict  from  under  the  supervision  and 
control  of  the  prison  officials ;  that  it  affords  them  oppor- 
tunity to  shirk  their  responsibility  for  the  care,  discipline, 
punishment,  and  reformation  of  the  criminal ;  and  that  it 
is  a  bar  to  any  progressive,  scientific  treatment  of  the 
criminal  classes.  It  is  further  urged  that  the  contract 
system  is  opposed  to  that  diversity  of  industries  which 
will  allow  a  distribution  of  labor,  based  upon  the  various 
capacities  and  abilities  of  the  prisoners. 

Has  the  contract  system  in  Connecticut  been  open  to 
these  objections?  A  distinguished  French  commission 
which  visited  the  Wethersfield  prison  about  1830,  in  their 
report  to  the  French  government,  assigned  to  it  the  first 
place  among  American  prisons;  and  a  New  York  com- 
mission, in  1844,  after  inspecting  various  prisons  of  the 
country,  referred  to  it  as  "the  pattern  prison"  of  the 
Auburn  plan,   where   silence,   order  and   industry  were 
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completely  exemplified,  and  where  "the  discipline  of  the 
convicts  would  satisfy  the  most  rigid  tactician. "^^  A 
Connecticut  commission  in  1842  recommended  the  substi- 
tution of  the  piece-price  system  of  labor  for  the  contract 
system.  A  similar  commission  in  1872  failed  to  discover 
any  abuses  in  the  contract  system  at  Wethersfield,^'*  and 
another  in  1880  found  no  "ground  for  the  complaints 
made  against  the  Connecticut  State  Prison  or  the  Con- 
tract System. "^^  Yet  these  same  reports  recognize  that 
the  contractor  has  not  the  same  interest  in  the  reforma- 
tion of  the  convict  that  officers  of  the  State  should  have. 
The  overseers  of  the  labor  of  the  convicts  are  State 
officers,  and  they  have  full  authority  over  the  discipline 
of  the  prisoners  in  the  work  rooms;  but  until  after  1872 
these  overseers  were  dependent  for  their  pay  on  the 
contractors.  The  investigation  commission  of  1842  re- 
ported a  case  of  an  overseer  being  interested  in  the  con- 
tract, and  the  report  of  the  commission  of  1880  (p.  8) 
says: 

"Under  former  administrations  it  was  the  custom  to 
allow  contractors  to  use  inducements  of  money  or  gifts 
to  make  the  prisoners  do  a  greater  amount  of  work,  and 
the  abominable  practice  prevailed  of  contractors  feeing 
both  officers  and  convicts.  This  practice  is  utterly  sub- 
versive of  discipline,  puts  those  who  pay  and  those  who 
receive  the  bribe  in  the  power  of  each  other,  and  makes 
the  contractor  the  master  of  the  prison." 

Such  abuses  seem  to  have  been  rare.  Would  they  not 
have  been  as  frequent  under  any  system  of  State  account  ? 
The  overseers  would  have  remained  about  the  same,  and 
the  past  experience  of  the  prison  shows  that  under  such  a 
system  the  warden  would  have  been  prompted  by  the 


"  Report  of  Commissioners  on  State  Prison  Matters,  to  General 
Assembly  of  Conn.,  1872,  p.  4. 

^'  Report  of  Special  Commission  on  Contract  Convict  Labor,  1880, 
p.  41- 
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same  desire  to  make  the  industry  pay  as  is  the  contractor 
under  the  contract  system,  and  that  probably  he  would 
have  worked  the  prisoners  with  as  little  thought  of  their 
reformation. 

Under  the  contract  system  the  warden  is  not  at  full 
liberty  to  regulate  tlie  number  and  kinds  of  industries 
according  to  the  abilities  of  the  prisoners,  or  to  distribute 
the  prisoners  among  the  different  industries  according 
to  their  abilities  and  capacities.  Usually  he  must  make 
what  contracts  he  can  in  order  to  keep  all  the  men  em- 
ployed. The  results  in  Connecticut  have  been  that  before 
1857  there  were  too  many  industries  in  proportion  to  the 
number  of  prisoners.  Many  of  the  contracts  were  short 
lived  (see  table,  pp.  227-233)  and  the  men  were  contin- 
ually shifted  from  one  trade  to  another,  not  remaining  in 
any  one  long  enough  to  learn  it.^^  Often  the  industries 
were  chosen  without  regard  to  their  suitability.  In  the 
''forties"  the  policy  was  to  manufacture  only  those  arti- 
cles commonly  imported  into  the  United  States,  and 
which  would  not  come  into  direct  competition  with  the 
industries  of  the  State.^^  This  policy,  never  closely  fol- 
lowed, was  directly  opposed  to  the  present  prevalent  idea 
that  the  prisoner  should  be  taught  in  prison  a  trade  he 
can  pursue  on  leaving  the  prison.  Since  1875  the  indus- 
tries have  been  too  few.  With  only  one  or  two  trades 
it  is  impossible  to  find  suitable  employment  for  all  classes 
of  prisoners,  and  it  is  doubly  difficult  for  the  men  to 
secure  employment  at  their  trade  on  leaving  the  prison, 
particularly  if,  as  in  Connecticut,  the  one  or  two  indus- 
tries of  the  prison  are  not  carried  on  extensively  in  the 
State. 

Competition  with  Convict  Labor. — In  Connecticut,  as 
elsewhere,  convict  labor  has  been  objected  to  most  seri- 

'°  Report   of    Committee    on    Connecticut    State    Prison,    1842,   pp. 
23,,  34- 
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ously  because  of  its  alleged  injurious  competition  with 
free  labor.  Much  of  the  discussion  of  this  question  has 
been  highly  illogical,  and  many  erroneous  opinions  still 
exist  in  regard  to  the  proper  regulation  of  the  labor  of 
convicts. 

It  is  the  right  and  duty  of  every  able-bodied  man  to 
support  himself  by  his  own  labor.  In  this  struggle  for 
existence  every  man  comes  into  competition  with  every 
other  man ;  but  this  competition  is  seldom  injurious,  and 
it  is  never  wrong,  so  long  as  it  is  unrestricted  competition 
between  equals.  In  this  antagonistic  co-operation  it  is 
for  the  welfare  of  society  and  the  individual  that  each 
employ  his  productive  powers  in  the  manner  that  will 
secure  the  greatest  product. 

If  we  apply  these  self-evident  principles,  and  other 
similar  ones,  to  the  convict  and  his  labor,  we  may  say : 

1.  Every  convict  should  support  himself  by  his  own 
labor. 

2.  This  labor  should  be  employed  in  the  most  pro- 
ductive manner. 

3.  Each  convict  as  a  free  man  competed,  or  should 
have  competed,  with  every  other  laboring  man,  and  the 
fact  that  he  is  now  a  prisoner  is  no  reason  why  this  com- 
petition should  cease. 

4.  Such  competition  will  not  wrongly  injure  free  labor 
so  long  as  it  is  freely  competitive,  is  not  subsidized,  and 
is  not  restricted  to  certain  trades. 

5.  So  far  as  it  is  possible  to  prevent  it,  the  employment 
of  convict  labor  should  not  change  the  relative  positions 
of  the  industries  outside  the  prison  before  its  employment. 

6.  The  extent  to  which  the  sudden  employment  of  x 
convicts  in  any  industry  may  result  in  real  competition  or 
injury  to  free  labor  in  that  industry  depends  not  only 
upon  the  proportion  x  is  of  the  total  number  of  free 
laborers  in  that  industry  in  the  State,  the  United  States, 
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and  abroad,  but  also  upon  the  extent  of  the  market  for 
the  products — whether  it  be  local,  state,  or  international 
in  extent. 

7.  The  more  diversified  the  industries  carried  on  in 
the  prison  and  the  more  they  are  limited  to  large  indus- 
tries with  broad  markets  and  many  workers  the  less  the 
danger  of  injurious  competition. 

8.  It  is  the  sudden  shifting  of  convict  labor  from  one 
trade  to  another  that  is  most  harmful  to  free  labor  in 
competing  industries.  If  the  prison  trades,  even  though 
injuriously  competitive  at  first,  are  made  stable  and  per- 
manent, labor  outside  the  prison  will  adjust  itself  to  the 
new  conditions  and,  when  once  adjusted,  will  no  longer 
feel  injurious  effects  from  the  competition. 

9.  Convict  labor  is  least  hurtful  when  its  products  are 
left  to  go  where  they  are  most  wanted,  scattered  abroad ; 
and  it  is  most  hurtful  when  the  sale  and  consumption  of 
the  products  are  restricted  to  localities  or  classes  of  con- 
sumers.^° 

Since  the  establishment  of  the  State  prison  at  Wethers- 
field  there  have  been  numerous  complaints  that  free  labor 
and  industries  were  being  injured  by  competition  with 
the  labor  and  industries  of  the  prison.  Several  legisla- 
tive committees  have  investigated  these  complaints  and, 
usually,  have  found  that  they  had  little  or  no  foundation 
in  fact.  However,  some  cases  of  real  injury  were  re- 
ported. The  commission  of  1842  found  that  three  of 
the  ten  industries  carried  on  in  the  prison  at  that  time 
were  injurious  in  their  effects  on  competition  with  free 
labor.  These  were  the  manufacture  of  chairs,  carriage 
springs,  and  carpenter's  rules.  The  market  for  carriage 
springs  and  rules  was  small,  and  for  the  former  it  was 
local.     The  product  of  the  sixteen  convicts  employed  in 

'"U.  S.  Industrial  Commission  Report,  1900,  Vol.  Ill,  p.  126. 
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making  carriage  springs,  and  of  the  twelve  employed  in 
making  rules,  in  1841,  might  have  had  an  appreciable 
effect  on  this  market.  In  the  same  year  one  hundred  and 
nineteen  of  the  one  hundred  and  seventy-four  convicts 
(68  per  cent.)  producing  for  the  market  were  employed 
on  the  different  parts  of  chair  manufacture.  This  was  a 
very  large  proportion  and  might  easily  have  injured  the 
local  industry,  particularly  as  the  market  at  that  time  was 
limited  because  of  the  lack  of  means  of  transportation, 
and  because  of  the  custom  of  each  neighborhood  supply- 
ing its  own  needs.  The  chair  industry  was  continued, 
however,  until  1857,  ^^*i  ^^e  manufacture  of  rules  until 
1877.  Before  1857  ^he  large  number  of  industries,  an 
average  of  six,  and  the  few  men  to  an  industry,  an  aver- 
age of  less  than  twenty-five,  rendered  serious  injury  from 
their  competition  impossible.  What  injury  there  was 
probably  came  more  from  the  frequent  changes  of  indus- 
tries and  from  the  custom  of  shifting  the  men  from  one 
industry  to  another,  than  from  other  causes. ^^ 

At  this  time,  1842,  there  was  opposition  to  the  teach- 
ing of  trades  to  convicts  and  to  their  use  of  labor-saving 
machinery.     Even  the  legislative  committee  said : 

'Tf  the  steam  engine  was  not  already  in  use  at  the 
prison  the  Committee  could  not  recommend  its  introduc- 
tion. .  .  .  The  Committee  would  prefer  employments 
carried  on  by  hand  labor,  instead  of  those  requiring  ma- 
chinery."^^ 

In  1879  the  legislature  was  petitioned  to  abolish  the 
contract  system  of  convict  labor  in  the  State  prison.  It 
was  alleged  that  the  competition  with  contract  convict 
labor  and  its  products  was  having  a  disastrous  effect  upon 
the  free  labor  and  industries  of  the  State.  But  *'A  Spe- 
cial Commission  on  Contract  Convict  Labor,"  appointed 

^  See   Report  of   Committee  on   Connecticut   State    Prison,   1842, 

""  Ibid.,  pp.  35,  z6. 
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to  investigate  the  matter,  reported,  in  1880,  that  it  had 
"failed  to  discover  any  ground  for  the  complaints  made 
against  the  Connecticut  State  prison  or  the  Contract 
System." 

Some  of  its  conclusions  were : 

"That  there  are  no  favored  contractors  in  this  state." 

"That  the  price  paid  for  convict  labor  is  not  greatly 
below  its  value." 

"That  the  profit  of  contractors  as  a  rule  is  not  larger 
than  the  profits  of  ordinary  manufacturers.     ..." 

"The  claim  that,  except  in  the  hat  trade,^^  one  man 
who  desired  to  work  has  been  deprived  of  employment, 
or  that  workingmen,  except  hatters,  have  had  their  wages 
reduced,  or  that  any  have  been  reduced  to  want  or  crime, 
has  not  been  sustained  by  one  item  of  proof,  and  it  is 
not  believed  that  any  proof  exists." 

"That,  with  the  exception  of  the  hatting  trade,  .  .  . 
the  industries  of  this  state  are  (not)  affected  by  compe- 
tition with  prison  industries  or  by  speculation  or  corrupt 
competition  between  prison  contractors  of  this  or  any 
other  state." 

"That  prison-made  goods  do  not  as  a  rule  undersell 
free  manufactures.     ..." 

"That  there  is  justice  in  the  demand  for  a  greater 
diversity  of  industries  in  the  prison.    ..." 


"The  complaint  was  against  the  prison  made  hats  of  the  State  of 
New  York.  None  were  manufactured  in  the  Connecticut  prison. 
The  complainants  say : 

"It  is  estimated  that  one-fourth  of  the  whole  number  of  people  in 
the  United  States  engaged  in  the  manufacture  of  fur  and  wool  hats 
are  employed  in  this  State,  and  that  the  value  of  their  product  will 
rather  exceed  that  proportion." 

"The  business  is  confined  almost  entirely  to  the  towns  of  Danbury, 
Bethel,  Norwalk  and  Bridgeport  in  Fairfield  County." 

"The  725  convicts  contracted  for  making  hats  (in  New  York)  are 
just  about  five  per  cent,  of  the  whole  number  .  .  .  engaged  in  the 
trade  in  the  whole  country.  ...  It  will  thus  be  seen  that  we  have  to 
bear  fully  twenty-Uve  times  our  fair  share  of  the  burden." — Report 
of  Special  Commission  on  Contract  Convict  Labor,  1880,  pp.  103, 
104,  108. 
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At  this  time,  1879,  the  only  industry  in  the  prison  was 
the  manufacture  of  boots  and  shoes.  But  since  this  in- 
dustry had  been  so  long  and  firmly  established  in  the 
prison  and  since  it  was  an  industry  employing  large 
numbers  of  men  all  over  the  world,  and  with  a  world 
market  for  its  products,  and  particularly  since  the  indus- 
try was  of  minor  importance  in  Connecticut,^'*  the  pro- 
ducts of  the  237  convicts  employed  in  it  in  1879  could  not 
have  had  a  very  injurious  effect  on  the  industry  in  Con- 
necticut. However,  the  fact  that  so  many  convicts  were 
taught  the  same  trade  may  have  had  an  injurious  effect 
on  the  workmen  in  that  trade  outside  the  prison. 

This,  probably,  is  the  only  valid  objection  that  can  be 
made  to  the  contract  system  in  Connecticut  to-day,  so 
far  as  injurious  competition  with  Connecticut  industries 
or  laborers  is  concerned.  The  same  is  true  of  the  piece- 
price  contract  for  making  shirts.  It  is  in  competition 
with  the  released  convicts  and  not  with  those  in  prison 
that  the  free  workmen  of  Connecticut  are  most  liable  to 
suffer. 

The  claim  that  competition  with  the  contractor  is  more 
injurious  than  competition  with  the  State  would  be  is 
not  well  founded.  The  contractor  is  governed  by  the 
same  instincts  and  interests  as  the  manufacturer  outside 
the  prison.  He  must  make  a  profit  or  close  down;  and 
it  is  to  his  interest  to  maintain  prices  and  to  get  a  high 
price  for  his  goods.  Every  discount  affects  him  directly. 
The  State,  on  the  other  hand,  would  not  be  governed  by 
any  such  human  instincts.  It  has  no  soul,  and  would  not 
hesitate  to  cut  prices  or  to  sell  without  a  profit.     Its 

'^In  1880  it  was  estimated  that  there  was  one  convict  working  in 
the  shoe  industry  in  the  state  prison  to  each  fifteen  free  laborers  in 
the  same  industry  outside  of  the  prison  in  Connecticut;  and  that 
about  five  and  one-half  per  cent,  of  the  boot  and  shoe  product  of  the 
State  was  manufactured  in  the  prison.— Report  of  Special  Commis- 
sion on  Contract  Convict  Labor,  1880,  p.  8. 
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capital  is  not  so  limited  as  is  that  of  an  individual,  and  it 
could  continue  to  manufacture  without  profit,  or  even  at 
a  loss.  The  State  is  not  limited  by  the  things  that  influ- 
ence and  limit  the  private  manufacturer,  while  the  con- 
tractor is.  Competition  with  the  contractor  is  competi- 
tion with  an  equal,  competition  with  the  State  is  not. 

The  claim  that  the  contractor  pays  much  less  for  con- 
vict labor  than  its  real  worth  and  is  getting  rich  at  the 
expense  of  the  State  must  be  questioned  also.  Most 
convicts  have  never  learned  a  trade.  They  are  weaker 
physically  and  intellectually  than  free  workmen.  Often 
their  terms  of  imprisonment  are  short,  and  they  are  dis- 
charged almost  as  soon  as  they  become  proficient  in  their 
work.  Their  training  is  expensive,  and  often  much  ma- 
terial is  wasted.  The  quantity  of  the  product  of  a  convict 
laborer  is  estimated  at  from  one  to  two-thirds  that  of  a 
free  laborer.  In  1886  it  was  estimated  by  the  United 
States  Commissioner  of  Labor  that  95  free  workmen 
would  be  required  to  perform  the  amount  of  labor  per- 
formed by  the  205  convicts  in  the  prison  shoe  shops  of 
Connecticut  that  year;^^  and  in  1903-4  it  was  estimated 
that  108  free  laborers  would  be  necessary  to  perform  the 
labor  of  the  215  convicts  reported  as  employed  under 
contract  at  shoe  making,  and  that  30  free  laborers  would 
be  necessary  to  perform  the  work  of  the  72  convicts 
employed  making  shirts  under  the  piece-price  contract.^" 
Then,  prison  contracts  are  for  short  terms,  usually  lim- 
ited to  five  years.  During  this  time  the  contractor  must 
keep  the  convicts  constantly  employed  and  pay  for  their 
labor,  regardless  of  the  state  of  trade;  while  his  com- 
petitor outside  the  prison  can  shut  down  or  reduce  the 

^°  Second  Annual  Report  of  the  Commissioner  of  Labor,  1886, 
p.  174- 

"Twentieth  Annual  Report  of  the  Commissioner  of  Labor,  1905, 
pp.  234,  235. 
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number  of  his  hands  in  a  dull  season.  Often  the  preju- 
dice against  convict-made  goods  forces  the  contractor  to 
sell  them  at  a  low  price. 

In  Connecticut  the  contracts  are  let  to  the  highest  re- 
sponsible bidder.  It  would  seem  that  if  the  labor  of  the 
convicts  is  so  profitable,  there  would  be  many  bidders; 
but,  as  a  matter  of  fact,  the  warden  often  has  had  to 
search  for  contractors  who  would  employ  the  convicts. 
A  further  proof  that  the  employment  of  convict  labor  is 
not  highly  profitable  is  the  fact  that  so  many  prison  con- 
tractors fail.  The  report  of  the  Special  Commission  on 
Contract  Convict  Labor  (1880,  p.  7),  in  speaking  of  the 
changes  in  industries  and  contractors  in  the  prison  be- 
tween 1827  and  1880,  says: 

"All  of  the  above  industries  (21  in  number)  have  been 
abandoned  but  one.  all  of  the  above  contractors  (15  in 
number)  are  out  of  the  prison  but  three,  and  in  every 
instance  the  contract  has  been  abandoned  voluntarily,  and 
not  because  the  State  desired  it ;  and  the  contractors  have 
failed,  or  being  too  rich  to  suffer  beyond  recovery  from 
an  ordinary  loss,  and  too  shrewd  to  continue  an  unprofit- 
able business,  have  given  up  their  contracts,  because  their 
profit  was  so  small  they  could  not  compete  with  free 
labor.  Some  of  them  are  still  in  business,  employing 
free  labor." 

In  a  number  of  other  cases  the  warden  had  to  reduce 
the  contract  price  to  prevent  the  contractors  giving  up 
their  contracts. 

In  Connecticut  there  has  been,  on  the  whole,  little  cause 
for  complaint  against  the  contract  system  because  of  its 
injurious  effects  on  competition.  Where  injur^^  has  re- 
sulted under  this  system  more  often  it  has  been  due  to 
the  injudicious  selection  of  industries,  or  to  the  frequent 
shifting  of  convicts  from  one  industry  to  another,  than  to 
anything  inherent  in  the  system  itself.  These  mistakes 
could,  and  probably  would,  have  occurred  under  another 
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system.  Before  1878  the  system  lacked  stability,  and  in 
this  way  possibly  led  to  injurious  competition  by  the  fre- 
quent introduction  and  withdrawal  of  trades,  and  by  the 
consequent  shifting  of  the  convicts  from  one  trade  to 
another.  This  is  always  a  danger  under  the  contract 
system  and  is  probably  its  weakest  point  so  far  as  com- 
petition is  concerned.  The  present  industries,  however, 
are  stable  and  the  number  of  men  employed  in  each  varies 
little. 

The  Financial  Success  of  the  Contract  System. — In 
general  the  financial  success  of  the  contract  system  de- 
pends on  the  ability  of  the  State  to  contract  the  labor  of 
its  convicts  at  a  fair  price  and  regularly.  If  this  is  done 
the  system,  financially  considered,  is  the  surest  of  any 
except  the  lease  system.  It  throws  upon  the  contractor 
all  risks  in  buying  the  stock  and  selling  the  product,  and 
in  making  the  collections.  It  requires  little  State  capital 
and  little  labor  and  responsibility  on  the  part  of  the 
warden.  It  gives  a  steady,  sure,  and  definite  income. 
The  State  is  paid  whether  the  convicts  are  worked  or 
not.  Bidding  for  contracts  insures  that  the  State  will 
receive  approximately  what  the  labor  is  worth.  How- 
ever, the  system  sometimes  lacks  stability;  and  in  times 
of  trade  depression  the  State  is  often  forced  to  reduce 
the  contract  price  in  order  to  hold  the  contractors. 

In  Connecticut  the  contract  system,  on  the  whole,  has 
been  successful  financially.  From  the  time  of  its  removal 
to  Wethersfield  in  1827,  to  1876,  with  the  exception  of 
two  years,  the  prison  was  run  at  an  annual  net  gain  to 
the  State  (see  table,  pp.  227-233).  The  figures  for  this 
period,  however,  are  open  to  question.  Often  the  ac- 
counts were  kept  very  loosely  ;^'^  frequently  needed  im- 
provements were  not  made ;  and  the  prison  and  prisoners 

''Reports  Directors   Conn.   State   Prison,   1846,    1851,    1852,    1855; 
Report  Committee  on  State  Prison,  1878,  p.  6. 
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were  not  so  well  cared  for  as  in  later  years.  The  war- 
dens often  gave  more  attention  to  making  the  prison  pay 
than  to  the  reformation  of  the  prisoners.  The  report  of 
the  "Commission  on  State  Prison  Matters"  of  1872  (p. 
9)  says : 

"Connecticut  having  once  a  system  far  in  advance  of 
its  neighbors,  and  a  prison  which  was  regarded  as  a 
model  at  home  and  abroad,  has  stood  still  in  the  matter 
ever  since,  until  it  is  now  far  behind  most  of  the  states 
in  its  treatment  of  convicts." 

Since  1876  the  prison  has  been  run  at  a  loss  to  the 
State.  This  has  not  been  due  to  a  lower  contract  price 
paid  for  convict  labor.  In  1842  the  prices  ranged  from 
37^  to  45  cents  a  day  per  convict.  In  late  years  the 
usual  price,  except  in  times  of  trade  depressions,  has  been 
50  cents  a  day  per  convict.  This  loss  has  been  due  partly 
to  the  percentage  of  the  prisoners  employed  producing 
goods  for  the  market.  For  the  five  years,  1838- 1842, 
inclusive,  86  per  cent,  of  the  prisoners  were  so  employed ; 
while  for  the  five  years,  1894- 1898,  inclusive,  only  68  per 
cent,  of  the  prisoners  were  employed  in  this  manner.^^ 
But  since,  during  the  latter  period  five  per  cent,  of  the 
prisoners  were  employed  productively  outside  the  walls 
of  the  prison,  raising  vegetables,  etc..  for  use  in  the 
prison,  this  number  should  be  added  to  the  68  per  cent. 
The  cost  per  capita  of  maintaining  the  prison  has  more 
than  doubled  since  1840.  For  the  six  years  1835-1841 
the  total  expenses  of  the  prison  averaged  only  20.85 
cents  a  day  per  convict  ""^^  in  1903  the  cost  for  mainten- 
ance was  44.92  cents  a  day  per  capita  of  the  convicts.^" 
This  increased  expense  has  been  due  largely  to  improve- 


^  Computed  from  Reports  of  Directors  of  Connecticut  State 
Prison,  1838-1842,  1894-1898. 

^  From  Report  of  Committee  on  Connecticut  State  Prison,  1842, 
p.  26. 

**  Report  Directors  Conn.  State  Prison,  p.  24. 
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ments  made  in  the  care  and  treatment  of  the  convicts 
and  to  the  higher  prices  paid  for  provisions.  There  is  no 
longer  any  attempt  to  make  the  prison  self-supporting. 
Needed  improvements  are  made  and  much  more  atten- 
tion is  given  than  formerly  to  the  reformation  of  the 
prisoners.  In  no  case  can  the  excess  of  expenditures 
over  receipts  be  attributed  to  the  contract  system. 

The  Piece-Price  System. — In  1895  the  piece-price  sys- 
tem of  contracting  convict  labor  was  first  introduced  in 
the  Connecticut  State  prison.  This  is  a  modification  of 
the  contract  system.  The  superiority  claimed  for  it  over 
the  contract  system  is  that  under  it  the  State  retains  full 
control  and  charge  of  the  convicts  while  they  are  work- 
ing. The  contractor  or  his  men  have  no  position  in  the 
prison.  The  officers  of  the  State  are  left  free  to  arrange 
the  labor  of  the  prisoners  in  the  manner  they  deem  best 
for  their  reformation.  They,  it  is  claimed,  have  not  the 
same  interest  as  the  contractor  in  swelling  the  product 
by  rushing  the  men. 

The  piece-price  contract  of  1895  was  with  the  New 
York  Shirt  Company.  The  company  equipped  the  shop 
with  machinery,  furnished  the  raw  materials,  and  did  the 
cutting.  The  State  manufactured  the  shirts  at  fifty  cents 
a  dozen.  The  contract  called  for  from  sixty  to  one  hun- 
dred men;  but  in  1895  only  forty-seven  convicts  were 
available.  In  1898  ninety-two  were  employed  on  the 
contract,  and  in  1905  there  w^ere  one  hundred  and  ten. 
This  contract  was  entered  into  by  the  State  under  assur- 
ances from  the  contractors  that  each  convict  could  manu- 
facture one  dozen  shirts  a  day;  but  for  the  year  ending 
September  30,  1897,  after  the  men  had  had  two  years' 
experience,  their  average  earnings  per  day  per  capita 
were  only  37.23  cents. ^^    For  the  year  ending  September 


Report  Directors  Conn.  State  Prison,  1897,  p.  28. 
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30,  1905,  the  average  earnings  per  day  per  capita  were 
slightly  over  53  cents.^^  If  the  year  1905  were  not  an 
exceptional  one  the  piece-price  contract  at  present  is  more 
profitable  to  the  State  than  the  pure  labor  contract  for 
the  convicts  who  work  in  the  shoe  shops.  The  writer,  in 
visiting  the  two  shops,  noticed  little  difference  in  the 
manner  in  which  the  prisoners  worked.  Those  in  the 
shirt  shop  seemed  to  be  working  more  rapidly  than  those 
in  the  shoe  shop,  but  this  was  due,  probably,  to  the  nature 
of  their  work. 

For  a  time  there  was  fear  from  competition  with  the 
convict-made  shirts,  and  in  1897  one  of  the  shirt  manu- 
facturers of  the  State  introduced  a  bill  (H.  B.  542)  in 
the  legislature,  providing  that  all  convict-made  goods 
should  be  so  stamped.  A  substitute  for  the  bill,  which 
confined  the  provision  to  convict-made  shirts,  was  re- 
jected. This  same  manufacturer  informs  the  writer  that 
the  prison-made  shirts  are  sold  mainly  to  New  York 
firms  and  are  then  retailed  throughout  the  country;  and 
that  he  cannot  say  that  enough  of  them  come  back  to 
Connecticut  to  affect  the  local  markets  materially.^^  He 
says  that  the  labor  to  manufacture  one  dozen  shirts  costs 
him  $1.50,  while  the  State  manufactures  shirts  at  fifty 
cents  a  dozen.  This  difference  in  labor  cost  may  be  due 
to  the  difference  in  the  quality  of  shirts  manufactured. 
Those  made  in  the  prison  are  workmen's  shirts. 

The  Public  Account  System. — Since  the  public  account 
system  for  the  employment  of  convict  labor  is  gradually 
gaining  in  favor  and  use  in  the  United  States,  and  since 
many  favor  its  adoption  in  Connecticut,  it  may  be  well  to 


**  Computed  for  the  writer  by  the  prison  clerk. 

**  For  the  year  1903-4,  80.4  per  cent,  of  the  boots  and  shoes  and  all 
the  shirts  manufactured  in  the  State  Prison  were  sold  without  the 
State. — Twentieth  Annual  Report  U.  S.  Commissioner  of  Labor, 
1905,  pp.  420,  421. 
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review  that  system  in  general,  and  Connecticut's  expe- 
rience with  it  in  particular. 

In  theory  the  public  account  system  is  the  ideal  system 
of  the  prison  reformer,  the  workingman,  and  the  manu- 
facturer. They  claim  that  under  this  system  whatever 
profit  is  made  from  the  labor  of  the  convicts  goes  to  the 
State  and  not  to  enrich  a  subsidized  contractor;  that  it 
gives  no  one  manufacturer  an  advantage  over  his  com- 
petitors ;  that  it  places  the  foremen,  officers,  and  convicts 
entirely  under  State  control;  and  that,  by  placing  the 
whole  management  of  the  industries  and  labor  of  the 
prison  under  control  of  the  officers  of  the  State,  it  offers 
the  best  opportunities  for  the  reformation  of  the  crim- 
inals. 

However  beautiful  the  public  account  system  may  be 
in  theory,  in  practice  it  has  many  defects.  Its  success 
depends  very  largely  upon  the  honesty  and  ability  of  one 
man,  the  warden.  It  is  difficult  to  secure  a  man  as 
warden  who  is  at  once  a  reformer,  a  disciplinarian,  and  a 
successful  manufacturer  and  business  man,  and  who  can 
properly  combine  and  attend  to  all  three  duties  at  the 
same  time.  This  difficulty  increases  with  the  diversity  of 
industries.  Under  this  system  the  stability  of  the  indus- 
tries is  liable  to  frequent  disturbances  because  of  the 
periodical  changes  in  wardens  and  directors.  Experience 
has  shown  that  there  is  great  danger  of  fraud  and  neglect 
on  the  part  of  the  management.  In  seeking  for  an  in- 
dustry which  will  not  compete  and  which  will  have  the 
best  reformatory  effects  upon  the  convicts,  the  State  is 
liable  to  select  one  for  the  products  of  which  there  is  not 
sufficient  demand.  In  practice  the  State  may  prove  a 
dangerous  competitor.  It  may  not  have  chosen  its  indus- 
tries because  there  was  a  demand  for  more  such  indus- 
tries in  the  State.  The  State  is  a  subsidized  competitor. 
Its  capital  is  not  limited.    It  is  not  forced  to  make  a  profit, 
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but  can  continue  to  manufacture  at  a  loss  and  when  there 
is  no  real  demand  for  its  products.  It  can  sell  its  pro- 
ducts below  market  price  and  even  at  a  loss  and  still 
continue  to  produce  and  compete.  In  competing  with  the 
State  the  manufacturer  is  in  no  sense  competing  with  an 
equal. 

In  her  experience  with  the  public  account  system  Con- 
necticut met  most  of  the  above  difficulties.  The  wardens 
often  proved  inefficient  and  lacking  in  ability.  The  wel- 
fare and  reformation  of  the  prisoner  often  were  neglected 
in  the  attempt  to  make  a  good  financial  showing.  The 
accounts  of  the  prison  were  juggled  to  show  large  profits 
or  to  cover  fraud. ^'*  Wardens  have  been  changed  fre- 
quently and  often  for  political  reasons  rather  than  be- 
cause of  their  inability,  though  this  was  too  often  appar- 
ent.^^  In  the  seventy-nine  years  since  the  removal  of  the 
prison  to  Wethersfield  there  have  been  seventeen  regu- 
larly appointed  wardens,  and  a  few  temporary  ones. 
Leaving  the  temporary  wardens  out  of  account  the  aver- 
age term  of  a  warden  has  been  but  four  years.  The 
longest  term  has  been  eight  years,  and  there  have  been 
several  one  and  two  year  terms.  Note  the  following 
changes  in  wardens : 

Amos  Pilsbury  removed  and  Elisha  Johnson  appointed, 
1845.  Elisha  Johnson  removed  and  Leonard  R.  Welles 
appointed,  1850.  Leonard  R.  Welles  removed  and  Elisha 
Johnson  re-appointed,  1851.  Elisha  Johnson  removed 
(second  time)  and  Leonard  R.  Welles  re-appointed  (sec- 
ond time),  1852.  With  such  frequency  in  change  of 
wardens,  stability  and  success  in  prison  industries  car- 
ried on  under  public  account  are  impossible.    It  is  equally 


"See  Reports  Directors  Conn.  State  Prison,  1846,  1851,  1852,  1853, 

1855. 
"Report  Directors  Conn.  State  Prison,  1851,  p.  15. 
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impossible  where  each  new  board  of  directors  reverses 
the  acts  and  decisions  of  the  preceding  one. 

Connecticut  has  furnished  us  with  an  example  of  the 
State  as  a  competitor."*^  In  1852,  in  accordance  with 
authority  given  by  the  legislature,  the  directors  con- 
tracted the  labor  of  twenty  convicts  for  the  manufacture 
of  common  school  apparatus.  The  pay,  at  forty-five 
cents  a  day,  was  to  be  taken  in  school  apparatus  at  fifteen 
dollars  a  set.  The  State  was  to  receive  180  sets  of  appar- 
atus each  year,  at  tzventy  per  cent,  below  their  market 
value.  In  1853  ^^^^  legislature,  following  the  recommen- 
dation of  the  directors  of  the  prison,  authorized  the 
warden  to  sell  the  sets  of  apparatus  to  towns  at  fifty  per 
cent,  discount,  where  they  should  buy  for  all  the  schools 
of  the  town,  otherwise  at  a  discount  of  tzventy-iive  per 
cent,  helozv  the  actual  cost  to  the  State.  But  even  at  this 
total  discount  of  sixty  per  cent,  below  market  price  the 
sets  of  apparatus  sold  slowly,  and,  therefore,  the  legisla- 
ture ordered  them  sold  at  three  dollars  per  set  to  any 
school  districts  of  the  State.  Still,  in  1859,  though  cir- 
culars and  advertisements  had  been  resorted  to,  one  hun- 
dred and  seventy-six  sets  of  the  apparatus  remained 
unsold.  Finally,  to  relieve  the  prison  of  the  "burden," 
the  directors  were  permitted  by  the  General  Assembly  to 
dispose  of  the  apparatus  as  they  thought  proper.  In  his 
report  of  i860  the  warden  states  that  the  school  apparatus 
has  been  disposed  of  and  the  proceeds  placed  in  the  State 
Treasury;  and  in  his  financial  statement  we  find  this 
item: 

"Paid  into  State  Treasury  amount  rec'd  for  balance  of 
School  Apparatus  on  hand,  Dec.  i,  1859  [i?^  sets], 
$213.00." 

Where  could  be  found  a  worse  miscalculation  in  esti- 
mating the  demand  for  a  class  of  goods  than  was  made 

*"  Reports  Directors  Conn.  State  Prison,  1853,  1854,  1859,  i860. 
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by  the  State  in  this  case?  What  subsidized  prison  con- 
tractor ever  "slashed"  market  prices  so  unmercifully  and 
with  so  little  regard  to  cost?  In  1853  the  market  price 
of  these  sets  of  apparatus  was  $18.75  each.  The  State 
began  selling  them  at  $7.50  a  set— a  discount  of  sixty 
per  cent,  on  the  market  price.  Later  they  were  reduced 
to  $3.00,  a  discount  of  eighty  per  cent,  on  the  market 
price  of  1853,  and  in  i860  the  remaining  sets  were  sold 
at  $1.21  each,  a  discount  of  ninety-four  per  cent,  on  the 
market  price  of  1853.  These  sets,  sold  at  $1.21,  cost  the 
State  $15.00  in  convict  labor  at  forty-five  cents  a  day 
per  convict.  After  waiting  several  years  for  its  pay  the 
State  received,  in  actual  money,  .0363  cents  a  day  for  the 
labor  of  its  convicts.  Yet  the  manufacture  of  this  school 
apparatus  continued  after  it  was  demonstrated  that  there 
was  no  active  market  for  the  product  even  at  a  discount 
of  sixty  per  cent,  below  the  market  price. 

On  the  whole,  the  experience  of  Connecticut  with  the 
public  account  system  is  not  inviting.  It  does  not  show 
that  more  attention  would  be  paid  to  the  reformation  of 
the  prisoners  under  this  system  than  under  the  present 
one.  It  does  indicate  that  under  such  a  system  there 
would  be  greater  danger  from  corruption,  incompetency, 
and  injurious  competition;  and  that  the  revenue  to  the 
State  would  be  smaller  and  more  uncertain. 


CHAPTER  XL 

THE   FACTORY   ACTS. 

I.    The  Factory  Inspection  Laws. 

The  Act  of  i88/. — The  campaign  for  a  law  creating 
a  factory  inspection  department  was  begun  by  the 
Knights  of  Labor  in  1885.  From  the  discussions  on  the 
proposed  law  it  seems  that  the  prevailing  idea  was  that 
the  chief  duty  of  the  factory  inspector  was  to  be  to  secure 
better  protection  against  accidents.  The  opposition  to 
the  passage  of  such  a  law  was  by  two  classes,  (i)  the 
manufacturers  who  opposed  it  largely  because  of  per- 
sonal interests,  and  (2)  those  who  thought  there  was 
little  need  of  inspection,  and  that  any  system  of  inspec- 
tion by  State  officers  would  be  a  failure  and  would  be 
attended  with  dangers  to  the  interests  and  rights  of  the 
manufacturers. 

]\Iost  prominent  of  those  of  the  latter  class  was  Com- 
missioner Hadley,  of  the  Bureau  of  Labor  Statistics.  In 
his  report  for  1885  (pp.  87-91)  he  comes  out  boldly  in 
opposition  to  inspection  by  State  officers.     He  says : 

"We  are  warranted  in  saying  that  factory  accidents 
are  not  an  evil  of  the  very  first  prominence,  and  that  the 
chance  for  them,  although  it  is  a  grievance,  is  not  a 
grievance  of  the  first  rank.  There  are  a  great  many  other 
things  that  produce  more  evil  and  demand  speedier  at- 
tention. Those  who  desire  a  system  of  factory  inspection 
do  not  desire  it  solely  as  a  means  of  preventing  acci- 
dents." 

'Tn  the  first  place,  no  system  of  compulsory  govern- 
ment inspection  is  likely  to  be  as  rigid  or  as  well  enforced 
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as  an  inspection  by  private  companies.  There  are  a  great 
many  things  which  a  man  will  submit  to  voluntarily,  but 
which  he  will  denounce  as  tyranny  if  he  is  compelled  to 
submit  to  them  by  government.  .  .  .  Second,  if  we 
have  a  system  of  inspection  which  is  not  thoroughly  effi- 
cient, we  simply  lessen  responsibilit}^,  without  doing  any 
corresponding  good." 

"To  show  how  badly  this  works,  let  it  be  observed  that 
we  have  a  choice  of  two  remedies  for  evils  of  this 
kind :  either  to  prevent  the  employer  from  doing  things 
wrongly,  by  a  rigid  system  of  inspection ;  or  to  hold  him 
responsible  for  the  consequences,  by  a  stricter  enforce- 
ment of  liability.     We  cannot  have  hath." 

"Shall  we  commit  ourselves  to  the  policy  of  inspection 
or  of  responsibility? — bearing  in  mind  that  whichever 
we  take,  we  reject  the  other.  Our  own  opinion  is  in 
favor  of  increased  responsibility  and  against  inspection. 
We  hesitate  to  say  so,  because  the  weight  of  authority 
seems  to  be  on  the  other  side.  But  when  we  look  at  the 
results  from  private  inspection  as  far  as  it  goes,  and 
compare  them  with  the  slight  results  which  government 
inspection  in  this  country  has  usually  produced,  we  can- 
not help  thinking  that  increased  responsibility  enforced 
by  law  is  likely  to  do  more  good  than  any  system  of 
government  inspection." 

In  the  legislature  of  1886  the  first  bill  for  a  law  cre- 
ating a  factory  inspection  department  was  introduced. 
This  bill  (H.  B.  27)  provided  that  the  Governor  should 
appoint  one  or  more  inspectors  in  each  judicial  district, 
who  should  inspect  all  buildings  where  machinery  was 
used,  twice  a  year.  They  were  to  be  paid  by  the  towns, 
at  rates  determined  by  the  selectmen,  and  were  to  make 
reports  to  the  selectmen.  The  bill  also  provided  for 
guards  to  machinery,  safety  appliances,  etc.  Another  bill 
introduced  at  this  time  (H.  B.  135)  provided  for  auto- 
matic doors  on  elevator  wells,  etc.  The  Committee  on 
Labor,  to  which  the  bills  were  referred,  reported  a  sub- 
stitute for  the  two  of  them. 
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In  the  House  this  substitute  called  forth  much  discus- 
sion. Some  of  the  objections  to  the  bill  brought  out  by 
the  discussion  were  as  follows '} 

1.  The  inspection  would  require  several  men  and  the 
expense  to  the  State  would  be  great. 

2.  Private  machinery  and  secret  processes  are  kept  in 
private  rooms.  In  many  cases  the  success  of  the  business 
depends  on  keeping  these  processes  secret.  "Manufac- 
turers of  the  Naugatuck  Valley  protest  against  the  enact- 
ment of  a  law  which  will  give  any  man  the  power  to  enter 
their  private  rooms  and  to  become  possessed  of  secrets 
concerning  their  business  which  they  have  jealously 
guarded.  It  would  be  an  outrage  on  private  property  in- 
terests to  permit  such  an  exposure  or  invasion  of  private 
rights.  Much  evil  might  result  from  such  a  law.  It  will  be 
seen  without  long  argument  that  corruption  and  black- 
mail would  be  more  than  possible  in  the  execution  of  such 
a  law. 

3.  Injury  to  skilled  workmen  would  result  from  the 
discovery  of  the  skilled  processes  through  which  they 
have  been  able  to  reap  high  wages. 

4.  Manufacturers  are  now  liable  to  employees  for  in- 
jury to  them,  and  they  endeavor  to  make  their  factories 
safe  and  comfortable.  A  "system  of  government  inspec- 
tion of  factories  would  to  a  great  extent  remove  this 
feeling  of  personal  liability  for  negligence  by  factory 
owners  and  managers."  The  enforcement  of  an  inspec- 
tion law  "would  not  improve  the  condition  of  those 
whom  it  is  designed  to  benefit,"  and  "the  execution  of  it 
would  be  attended  with  great  expense  to  the  State  and  it 
would  most  surely  do  great  injustice  to  many  manufac- 
turers." 

In   accordance   with   the   above   fears   and   objections 
many  amendments  to  the  bill  were  adopted.    One  of  these 
^  Hartford  Daily  Courant,  1886,  March  24,  p.  i. 
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excepts  from  inspection  "such  rooms  or  places  where  the 
owner  or  owners  may  have  valuable  machines  or  pro- 
cesses, the  value  of  which  depends  on  safe  keeping." 
Another  amendment  provides  that  any  employer  shall 
not  be  liable  for  damages  to  employees  caused  by  "any 
machine  or  fixture  on  the  premises,  in  relation  to  which 
the  requirements  of  the  State  inspector  shall  have  been 
and  continue  to  be,  fully  complied  with." 

Finally  the  whole  matter  was  indefinitely  postponed. 

In  the  legislature  of  1887  a  new  bill  (H.  B.  42)  for  a 
factory  inspection  law  was  introduced.  This  bill  was 
thoroughly  discussed  in  both  houses  and  passed  by  both. 
Attempts  to  secure  a  reconsideration  of  the  bill  failed 
and  it  became  a  law. 

This  act  (ch.  152)  was  substantially  a  copy  of  the  law 
then  in  force  in  Massachusetts.  It  furnished  the  basis 
for  the  later  legislation  on  this  subject.  The  following 
is  a  digest  of  its  provisions : 

Sec.  I.  The  governor  shall  appoint  an  inspector  of 
factories  for  a  term  of  two  years. 

Sec.  2.  The  inspector,  as  often  as  practicable,  shall 
inspect  all  places  where  machinery  is  used.  He  shall 
receive  a  salary  of  fifteen  hundred  dollars  a  year;  and 
shall  report  to  the  governor  annually. 

Sec.  3.  All  factories  shall  be  ventilated  and  kept  as 
clean  as  the  nature  of  the  business  will  permit;  belting, 
shafting,  gearing,  etc.,  where  dangerous,  shall  be  securely 
guarded;  and  the  inspector  may  prohibit  the  cleaning, 
while  running,  of  all  machinery  except  engines. 

Sec.  4.  The  inspector  may  order  the  openings  of  all 
hoistways,  hatchways,  elevator  wells,  etc.,  to  be  protected 
by  trap  doors,  self-closing  hatches  and  safety  catches. 

Sec.  5.  Where  more  than  five  persons  shall  be  em- 
ployed in  a  factory  the  employer  shall  provide  suitable 
water-closet  accommodations,  and  keep  them  in  sanitary 
condition. 

Sec.  6.  The  factory  inspector  shall  enforce  this  act 
by  giving  notices  to  owners  or  operators  of  the  buildings 
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inspected ;  and  he  shall  also  make  complaint  to  the  state's 
attorneys  of  all  violations. 

Sec.  7.  Any  owner,  lessee  or  occupant  of  a  building- 
included  within  the  provisions  of  this  act  shall,  for  any 
violation  of  sections  three,  four,  or  five  thereof,  forfeit 
to  the  state  not  less  than  fifty  nor  more  than  five  hundred 
dollars,  and  shall  also  be  liable  to  any  employee  for  all 
damages  suffered  by  him  by  reason  of  such  violation. 
Four  weeks  shall  be  allowed  in  which  to  comply  with  an 
order  of  the  inspector. 

Sec.  8.  The  orders  and  notices  of  the  inspector  shall 
be  signed  by  him  and  served  on  the  person  ordered  to 
make  a  change,  and  then  filed  in  the  office  of  the  town 
clerk  of  the  town  in  which  the  factory  is  located. 

Sec.  9.  The  inspector  shall  keep  copies  of  all  notices 
and  orders  given  by  him,  and  a  record  of  all  inspections 
made  by  him. 

Siec.  10.  The  inspector  may  from  time  to  time  employ 
special  agents  to  assist  him  in  his  inspections,  who  shall 
be  paid  only  for  the  time  employed.  Not  over  fifteen 
hundred  dollars  a  year  shall  be  expended  under  this 
section. 

No  attempt  will  be  made  to  discuss  separately  and 
chronologically  each  of  the  laws  relating  to  factory  in- 
spection, passed  since  the  act  of  1887.  The  different 
subjects  to  which  these  laws  relate  will  be  discussed  in 
turn  and  the  legal  provisions  on  each  subject  w^ill  be 
given.  This  method  will  give  a  less  perfect  idea  of  the 
separate  laws,  but  it  will  give  a  clearer  idea  of  the  legal 
development  along  certain  lines. 

The  Factory  Inspector. — His  term,  salary,  duties,  and 
deputies. — The  act  of  1887  (ch.  152)  provided  for  the 
appointment  of  an  inspector  by  the  governor,  fixed  his 
term  of  office  at  two  years,  and  his  salary  at  fifteen  hun- 
dred dollars.  This  law  made  it  his  duty,  as  often  as 
practicable,  carefully  to  examine  all  buildings  where 
machinery  was  used ;  and  authorized  him  to  appoint  from 
time  to  time  "special  agents  to  assist  him  in  his  examina- 
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tions."  These  agents  were  to  "receive  compensation  for 
the  time  actually  employed  in  such  service  only,"  and  the 
total  amount  of  such  compensation  v^as  limited  to  fifteen 
hundred  dollars  a  year.  In  1893  (ch.  206)  these  special 
agents  were  given  "the  same  power  and  authority  as  the 
inspector  subject  to  his  approval,"  and  the  maximum 
limit  of  their  compensation  was  raised  from  fifteen  hun- 
dred to  three  thousand  dollars.  But,  in  1903,  three  thou- 
sand dollars  was  not  a  sufficient  amount  to  keep  the  two 
deputies  at  work  all  the  time  at  fair  wages.  Therefore, 
although  there  was  sufficient  work  for  them  to  do,  they 
were  laid  off  part  of  the  time.  They  were  being  paid 
five  dollars  a  day.  The  chief  inspector,  according  to  one 
of  the  deputies,  proposed  that  they  work  at  four  dollars 
a  day  and  put  in  more  days  in  the  year.  Thus,  they 
would  do  the  needed  inspection  and  draw  the  same  total 
amount  of  wages  as  before.  The  deputies  objected  to 
this  and  decided  between  themselves  that  they  would 
secure  a  change  in  the  law.  They  worked  silently  among 
senators,  representatives  and  influential  men,  and  secured 
many  promises  of  support  of  their  proposed  change. 
When  the  legislature  of  1903  met  they  drew  up  their  bill 
and  laid  it  before  their  chief.  He  told  them  they  were 
asking  too  much,  that  they  could  never  carry  it,  and  that 
he  would  have  nothing  to  do  with  it.  They  assured  him 
that  its  passage  was  assured,  and,  finally,  he  went  before 
the  Committee  on  Labor  and  urged  its  enactment.  There 
was  practically  no  opposition  and  the  bill  was  passed 
without  a  dissenting  vote. 

This  law  (1903,  ch.  97)  lengthened  the  term  of  the 
factory  inspector  from  two  to  four  years,  raised  his 
salary  from  fifteen  hundred  to  twenty-five  hundred  dol- 
lars a  year,  fixed  the  pay  of  the  deputies  at  the  definite 
amount  of  five  dollars  a  day  and  necessary  expenses,  and 
raised  the  amount  that  might  be  expended  for  this  pur- 
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pose  from  three  thousand  to  seven  thousand  dollars  a 
year.     This  is  the  present  law. 

While  the  practice  of  public  officers  securing  the  pas- 
sage of  bills  lengthening  their  own  terms  of  office  and 
raising  their  own  salaries  cannot  be  commended,  the 
changes  secured  by  this  law  were  all  needed.  A  factory 
inspector,  before  he  can  do  thoroughly  efficient  work, 
must  learn  his  business  and  become  acquainted  with  the 
employers  and  the  conditions  in  the  different  industries 
in  the  State.  This  takes  time.  Hence  short  terms  and 
frequent  change  of  inspectors  is  detrimental.  A  good 
inspector  must  be  not  only  a  practical  mechanic,  but  also 
a  man  of  tact,  judgment,  and  administrative  ability.  A 
salary  of  fifteen  hundred  dollars  a  year  will  not  secure 
such  a  man.  Neither  will  a  less  amount  than  five  dollars 
a  day,  with  steady  employment,  secure  an  efficient  and 
reliable  deputy  inspector. 

The  Inspector's  Orders. — The  act  of  1887  (ch.  152) 
provided  that  the  inspector  should  enforce  its  provisions 
by  giving  orders  or  notices  to  the  owners  or  operators 
of  the  factories  or  buildings  inspected  by  him,  and  that 
he  should  also  make  complaint  to  the  State's  attorneys 
of  violations  of  the  act.  The  penalty  for  violation  was  a 
forfeit  of  from  fifty  to  five  hundred  dollars.  Persons 
notified  were  given  four  weeks  in  which  to  make  the 
changes  indicated,  before  suits  could  be  brought  for  vio- 
lation of  the  act.  The  orders  and  notices  of  the  inspector 
were  to  be  signed  by  him,  served  upon  the  person  re- 
quired to  make  a  change,  endorsed  by  the  officer  serving 
the  same,  and  then  filed  in  the  office  of  the  town  clerk  in 
which  was  located  the  factory  or  building  to  which  such 
notices  appertained.  Such  notice,  so  filed,  was  to  be 
prima  facie  evidence  that  the  notice  was  given.  The 
inspector  was  further  required  to  keep  copies  of  all  no- 
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tices  and  orders  given  by  him,  and  a  record  of  all  inspec- 
tions made. 

In  1889  (ch.  225)  the  penalty  for  violation  was  ex- 
tended to  any  attempts  to  hinder  the  inspector  in  his 
inspections;  and  in  1895  (ch.  206)  the  penalty  for  viola- 
tion of  the  general  provisions  of  the  act,  or  for  obstruct- 
ing or  hindering  the  inspector  in  carrying  out  the  duties 
of  his  office,  was  reduced  to  "not  more  than  fifty  dollars." 
The  penalty  was  extended  to  other  sections  of  the  inspec- 
tion laws  by  an  act  of  1903  (ch.  53).  Section  two  of  the 
law  of  1895  provided  that  any  person  aggrieved  by  any 
order  of  an  inspector  of  factories  might  appeal  to  the 
superior  court  of  the  county,  stating  the  facts  and  reasons 
of  appeal,  and  citing  the  inspector  of  factories  to  appear 
before  the  court.  The  court  was  given  power  to  review 
the  doings  of  the  inspector  and  confirm  or  set  them  aside, 
and  to  make  such  order  in  the  premises  as  it  might  find  to 
be  proper  and  equitable. 

All  these  provisions  are  still  in  force  (G.  S.  1902,  sees. 
4520,  4522-4525). 

That  part  of  the  law  which  requires  the  inspector  to 
make  complaint  to  the  State's  attorneys  of  all  violations 
of  the  act  has  always  been  a  dead  letter.  So,  also,  for 
the  most  part,  has  the  provision  requiring  the  inspector  to 
serve  notice  on  persons  required  to  make  changes,  and  to 
endorse  the  same  and  file  them  in  the  office  of  the  town 
clerk.  For  the  inspector  to  serve  these  notices  personally 
would  require  much  extra  time  and  travel.  To  pay  an 
officer  the  usual  fees  for  serving  them,  as  may  be  done 
under  the  statute,  would  be  a  large  expense  to  the  State. 
To  avoid  this  trouble  and  expense  it  has  been  the  custom 
of  the  factory  inspection  department  to  get  the  person 
notified  to  waive  legal  notice  by  signing  and  returning  to 
the  inspector  an  acknowledgment  of  receipt  of  the  order. 
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If  trouble  is  anticipated  the  notice  is  filed  with  the  town 
clerk  in  legal  manner,  otherwise  not. 

Both  of  these  provisions  are  superfluous  and  should  be 
repealed.  They  are  examples  of  the  custom  in  Connecti- 
cut of  creating  an  officer  with  power  to  give  orders  and 
then  making  it  the  duty  of  some  other  officer,  often  no 
higher  or  no  more  competent,  to  enforce  those  orders ; 
and  of  the  equally  bad  custom  of  rendering  an  otherwise 
good  law  cumbersome  and  unpractical  by  crowding  it 
with  a  mass  of  useless  detail.  The  result  is,  in  the  first 
case,  that  the  orders  often  are  not  enforced  by  either 
officer,  and  neither  of  them  feels  responsible  for  their 
non-enforcement.  The  result  in  the  latter  case  is  that 
either  the  officer  is  hampered  in  his  service  by  these  use- 
less provisions,  or  else  that  he  ignores  them  and  loses  a 
proper  respect  for  the  authority  of  the  law  which  is  laid 
down  for  his  guidance. 

Reports  of  the  Factory  Inspector. — The  law  of  1887 
(ch.  152)  provided  that  the  factory  inspector  should 
report  to  the  Governor  annually  "the  condition  as  re- 
spects safety  to  life  and  health,  of  the  factories,  buildings 
and  places  visited  by  him,"  and  that  such  report  should 
be  printed  for  the  use  of  the  General  Assembly.  In  1889 
(ch.  173)  the  comptroller  was  authorized  to  cause  to  be 
printed  annually  five  thousand  copies  of  the  report. 

The  first  report  of  the  factory  inspector,  that  for  the 
year  1887,  was  not  published  until  1900.^  It  contains 
only  seven  pages.  Since  1889  there  has  been  little  change 
in  the  reports,  except  in  size.  The  subject  matter,  and 
the  arrangement,  is  practically  the  same.  From  ten  to 
fifteen  pages  are  taken  up  with  a  review  of  the  work  of 
the  department,  and  with  brief  notes  on  such  subjects  as 
safety,  ventilation,  elevators,  exhaust  systems,  etc.     This 


The  report  for  1888  likewise  was  not  published  until  1900. 
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is  followed  by  a  record  of  all  inspections  made  and  all 
orders  given,  written  out  in  full.  This  record  occupied 
sixty-seven  of  the  ninety-one  pages  of  the  report  of  1895, 
ninety-four  of  the  one  hundred  and  twenty-eight  pages 
of  the  report  of  1900,  and  thirty-three  of  the  one  hundred 
and  thirty  pages  of  the  report  of  1905.  The  reports  since 
1901  have  contained  a  directory  of  "Connecticut  Manu- 
factures and  Products."  This  covered  fifty-nine  pages 
of  the  report  of  1905.  For  a  number  of  years  the  reports 
have  contained  the  factory  inspection  laws. 

The  reports  of  the  factory  inspector  have  been  unsatis- 
factory. There  has  never  been  much  in  them  that  would 
interest  the  ordinary  citizen  or  the  manufacturer.  This 
should  not  be  so.  The  inspector  is  in  a  position  to  learn 
much  that  is  of  general  interest  to  the  public  and  of 
special  interest  to  manufacturers  and  laborers.  Instead 
of  devoting  a  few  pages  of  the  report  to  a  brief  mention 
of  a  few  subjects  he  might  well  devote  a  large  part  of  it 
to  giving  valuable  information  on  these  subjects  and 
others.  It  is  difficult  to  understand  why  the  long  record 
of  inspections  has  been  included  in  each  report.  It  shows 
that  the  inspectors  have  visited  so  many  factories  and 
made  so  many  inspections,  it  is  true,  but  why  take  sixty 
or  eighty  pages  to  tell  this  ?  A  few  representative  orders, 
together  with  a  table  showing  the  total  number  of  fac- 
tories inspected,  the  number  in  good  condition,  the  num- 
ber in  which  orders  were  given,  the  total  number  of 
orders  given,  and  a  thorough  and  comprehensive  classifi- 
cation of  the  orders  given  would  not  take  up  over  a  page 
or  two  and  would  be  much  more  instructive  than  is  the 
long  list  of  unclassified  orders.  The  inspection  laws  are 
very  properly  included  in  the  report.  The  directory  of 
"Connecticut  Manufacturers  and  Products"  probably  is 
little  referred  to  except  by  drummers  and  traveling  men. 
However,  it  gives  a  comprehensive  view  of  the  industries 
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carried  on  in  the  different  sections  of  the  State  and  is 
useful  for  reference.  On  the  whole  there  is  much  room 
for  improvement  in  these  reports. 

Guarding  Dangerous  Machinery. — The  act  of  1887 
(ch,  152)  provided  that  the  "belting,  shafting,  gearing, 
machinery  and  drums"  in  factories,  when  so  placed  as 
in  the  opinion  of  the  inspector  to  be  dangerous,  as  far  as 
practicable,  should  be  securely  guarded ;  and  that  no  ma- 
chinery in  a  factory,  other  than  steam  engines,  should  be 
cleaned  while  running,  if  forbidden  by  the  inspector. 
This  is  the  present  law  (G.  S.  1902,  sec.  4516). 

The  first  inspection  of  factories  in  1887  showed  that 
much  of  the  machinery  had  been  manufactured  fifteen  or 
twenty  years  prior  to  that  time  and  was  wholly  unpro- 
tected by  safeguards.  Projecting  set  screws,  and  un- 
guarded gearings  and  shaftings  were  common.  Acci- 
dents to  fingers  and  hands  were  of  frequent  occurrence, 
and  fatal  accidents  were  not  uncommon.  The  inspector's 
report  for  1890  (p.  9)  says: 

"During  the  year  an  effort  has  been  made  to  collect 
statistics  in  regard  to  accidents  to  factory  operatives. 
.  .  .  The  whole  number  of  accidents  reported  was  fifty : 
ten  persons  were  killed,  and  some  of  the  remaining  forty 
were  seriously  injured.  ...  In  some  cases  the  acci- 
dents would  not  have  occurred  if  suitable  safeguards  had 
been  provided." 

For  several  years  most  of  the  time  of  the  inspector 
was  occupied  in  inspecting  and  giving  orders  for  guard- 
ing dangerous  machinery.  In  1890,  489  factories  were 
inspected.  Orders  were  given  in  only  292  of  these,  the 
total  number  of  orders  being  710.  Of  these  710  orders, 
531  were  for  guarding  dangerous  machinery  and  set 
screws.  In  1890  "of  710  changes  ordered  during  the 
year  [in  242  factories],  531  were  for  the  better  protection 
of  dangerous  machinery."^ 

^  Report  Conn.  Factory  Inspector,  1890,  p.  9. 
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Relatively,  the  proportion  of  orders  given  for  the 
guarding  of  dangerous  machinery  has  declined  rapidly 
since  1887,  although  the  inspections  have  become  more 
careful,  and  although  more  careful  guarding  has  been 
required  by  law.  In  1890,  531  of  the  710  orders  given 
were  for  the  guarding  of  dangerous  machinery  and  pro- 
jecting set  screws.  This  was  one  such  order  to  each 
1.09  factories  inspected.  In  1895,  402  of  the  918  orders 
given,  or  one  for  each  .84  factory  inspected,  were  for 
guarding  dangerous  machinery  and  set  screws.  In  1900, 
190  of  the  496  orders  given,  being  one  for  each  .13  fac- 
tory inspected,  were  for  this  purpose.  And  in  1905,  loi 
of  the  376  orders  given,  being  one  order  for  each  .05 
factory  inspected,  were  for  the  same  purpose.  Most  of 
the  new  machinery  is  now  fairly  well  guarded  when  it 
is  manufactured.  However,  many  orders  for  the  guard- 
ing of  machinery  are  still  necessary  and  accidents  from 
unguarded  machinery  still  occur.  New  machinery  often 
is  installed  and  the  belts  and  shafting  are  not  promptly 
and  properly  guarded.  Then,  flush  set  screws  are  some- 
times carelessly  replaced  by  the  old-fashioned  projecting 
kind.^  The  operatives  sometimes  remove  the  guards  that 
have  been  provided  for  their  protection,  claiming  that 
they  hinder  them  in  their  work. 

Elevators. — The  act  of  1887  (ch.  152,  sec.  4)  empow- 
ered the  factory  inspector  to  order  the  openings  of  all 
hoistways,  hatchways,  elevator  wells,  and  wheel  holes 
in  factories  to  be  protected  by  "good  trap-doors,  self- 
closing  hatches,  and  safety-catches  or  other  safeguards." 
At  this  time  many  of  the  elevators  in  the  factories  were 
of  cheap  construction  and  out  of  date.  Many  had  but  a 
single  cable,  most  of  them  were  without  guards  about  the 
openings,  and  scarcely  any  of  them  had  safety  clutches  to 
catch  the  car  in  case  the  cable  broke.    Many  of  them  were 

*  Report  Conn.  Factory  Inspector,  1904,  p.  15. 
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run  by  mere  boys,  and  it  was  customary  for  the  em- 
ployees in  factories  to  ride  on  the  freight  elevators.  Acci- 
dents were  of  frequent  occurrence,  and  many  of  them 
were  fatal.  Some  improvement  in  closing  the  openings 
of  elevator  wells  were  made  under  the  law  of  1887;  but 
the  inspector  claimed  that  this  law  did  not  authorize  him 
to  require  safety  clutches  on  elevator  cars."  It  did  not 
require  him  to  make  a  special  inspection  of  all  elevators 
in  the  factories,  and,  hence,  many  of  the  old  defects  were 
not  remedied  and  accidents  continued. 

The  factory  inspector  recommended  further  legal  re- 
strictions,^ and  in  1893  these  were  enacted.  Chapter  59 
of  the  public  acts  of  1893  prohibited  the  employment  of 
any  person  under  sixteen  years  of  age  to  operate  an 
elevator;  and  chapter  118  extended  the  provisions  of  the 
law  of  1887  (ch.  152,  sec.  4)  to  mercantile  establish- 
ments, and  provided  that  all  elevator  cabs  or  cars,  whether 
used  for  freight  or  passengers,  should  be  provided  with 
some  suitable  safety  clutch  to  hold  the  cab  or  car  in  the 
event  of  accident  to  the  shipper-rope  or  hoisting  ma- 
chinery. 

With  these  changes  in  the  law  the  employment  of  boys 
to  operate  elevators  practically  ceased,  and  much  im- 
provement was  made  in  the  way  of  safety  appliances  and 
guards.  Inspections  were  more  frequent  and  accidents 
became  less  common.^  However,  the  law  still  did  not 
require  special  inspection  of  elevators,  and  they  were  not 
inspected  carefully  and  often.  In  1896  the  inspector  re- 
ported^ that  some  elevators  were  not  provided  with  safety 
clutches,  and  that  the  safety  appliances  on  others  were 
so  rusted  that  they  would  not  work  in  case  of  an  accident 


°  Report  Conn.  Factory  Inspector,  1890,  p.  5. 
^  Ibid.,  1890,  p.  5;  1891,  p.  12. 
'  Report  Conn.  Factory  Inspector,  1894,  p.  13. 
'  Ibid.,  1896,  p.  8. 
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to  the  shipper-rope  or  hoisting  machinery.  Since  1896 
there  has  been  a  much  more  careful  and  systematic  in- 
spection of  elevators,''  and  accidents  have  been  compara- 
tively infrequent.  Automatic  hatches  have  gradually  re- 
placed the  bars  or  chains  which  formerly  were  placed 
across  the  openings  to  the  elevator  wells. 

Before  1903  there  was  no  inspection  of  the  elevators 
in  public  buildings  and  dwellings,  unless  they  were  in- 
sured by  employer's  liability  companies.  An  act  of  that 
year  (ch.  97)  provides  for  the  inspection  by  the  factory 
inspectors,  of  all  elevators  in  factories,  mercantile  estab- 
lishments, store-houses,  work-houses,  dwellings,  or  other 
buildings.  Many  of  these  elevators  were  found  to  be  in 
bad  condition  and  without  safety  devices.  On  others  the 
safety  devices  were  broken  or  rusted  so  that  they  would 
not  work. 

At  present  it  is  the  custom  of  the  factory  inspectors  to 
inspect  all  elevators  every  four  months.  But  notwith- 
standing the  frequent  inspections  of  the  last  few  years, 
elevators  are  found  here  and  there  over  the  State  with 
bars  or  ropes,  in  place  of  automatic  gates  to  close  the 
openings  to  the  elevator  wells.  These  bars  or  ropes  are 
sometimes  found  out  of  place  and  the  wells  left  un- 
guarded. 

Accidents  still  occur,  but  they  are  due  mainly  to  such 
carelessness  as  operatives  riding  on  freight  elevators,  the 
leaving  of  elevator  wells  unguarded,  and  the  use  of  the 
automatic  hatches  over  elevator  wells  as  passage  ways 
between  the  different  rooms. 

Ventilation  and  Sanitation. — The  law  of  1887  (ch. 
152,  sec.  3)  provided  that  all  factories  and  buildings 
where  machinery  was  used  should  be  ventilated  and  kept 
as  clean  as  the  nature  of  the  business  would  permit.    This 


'Ibid.,  1896-1905. 
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provision  is  the  same  in  1899  (^h.  119)  and  in  1902 
(G.  S.  sec.  4516).  In  1887  the  ventilation  in  many  of 
the  work  rooms  was  very  poor.  Most  of  the  factories 
had  been  built  without  any  special  provision  having  been 
made  for  ventilation.  The  report  of  the  inspector  for  the 
year  1891  (p.  13)  says: 

"In  the  early  days  of  manufacturing  but  little  attention 
was  given  to  ventilation.  Most  factories  therefore  were 
not  constructed  with  special  arrangements  for  letting  in 
fresh  air.  On  the  contrary,  there  is  abundant  evidence 
to  show  that,  except  in  hot  weather,  every  precaution  was 
taken  to  keep  it  out.  Many  of  the  old  workshops  of  this 
state  bear  testimony  to  the  correctness  of  these  state- 
ments. They  are  low  studded,  the  rooms  are  small,  they 
are  crowded  with  machinery  and  have  no  means  of  venti- 
lation except  the  doors  and  windows,  which,  especially  in 
cold  weather,  do  the  work  poorly  at  the  best.  Not  until 
recent  years  has  due  attention  been  given  to  ventilation 
by  considering  it  when  the  plans  for  new  buildings  were 
in  process  of  preparation.  Even  now  the  subject  is  fre- 
quently lost  sight  of  in  the  desire  to  be  economical.  Some 
of  the  newer  factory  buildings  in  this  state  were  con- 
structed with  some  mechanical  means  of  ventilation,  and 
some  of  the  old  structures  have  been  improved  by  putting 
in  fans,  blowers  and  other  appliances.  A  still  larger 
number  depend  entirely  upon  natural  ventilation  as  fur- 
nished by  the  doors  and  windows." 

The  ventilation  that  could  be  required  under  the  gen- 
eral provision  of  the  act  of  1887  was  found  insufficient 
to  protect  the  health  of  employees  in  certain  industries, 
and  in  1893  (^h.  204)  it  was  enacted  that  whenever  the 
inspector  of  factories  should  find  it  necessary  for  the 
preservation  of  the  health  of  the  employees,  in  any  place 
where  buffing,  polishing,  or  grinding  metals  was  carried 
on,  or  in  any  place  where  excessive  dust  was  generated, 
that  such  excessive  dust  be  removed  from  the  room,  he 
might  order  the  introduction  and  operation  of  such  appli- 
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ances  as  might  be  necessary  to  remove  such  dust,  so  far 
as  the  nature  of  the  business  would  permit. 

This  law  was  much  needed.  In  the  grinding  of  mine- 
rals and  in  buffing  and  polishing  and  in  certain  kinds  of 
wood  work  a  very  injurious  dust  is  made;  and  in  certain 
other  manufacturing  processes  very  injurious  gases  are 
generated.  Before  1893  the  workmen  in  most  of  the  fac- 
tories were  inhaling  this  dust  and  these  gases.  It  was 
very  injurious  to  their  health.  A  few  of  the  factories, 
however,  had  put  in  exhaust  systems  to  remove  the  dust 
and  gases.  These  were  expensive  and  manufacturers 
were  slow  in  putting  them  in  after  the  law  was  passed. 
Some  of  the  first  systems  put  in  did  not  work  well ;  but 
they  were  gradually  improved  and  more  and  more  of 
them  were  put  into  the  factories.  For  several  years  they 
have  been  in  general  use  in  those  factories  where  dust  is 
created  or  gases  generated.  Ventilating  fans  are  also 
found  in  many  of  the  factories,  where  they  are  needed 
and  the  nature  of  the  business  will  permit  of  their  use. 

The  question  of  proper  ventilation  is  now  receiving 
more  attention,  and  is  considered  when  the  plans  for  new 
buildings  are  being  prepared.  A  number  of  the  old  fac- 
tories are  still  inadequately  ventilated,  and  a  successful 
system  for  ventilating  cotton,  woolen,  and  shoddy  mills, 
without  carrying  away  the  cotton,  wool  or  shoddy,  has 
not  come  into  use.  Some  of  the  factories  are  not  "kept 
as  clean  as  the  nature  of  the  business  will  permit." 

Light. — Before  1899  there  was  no  law  in  Connecticut 
requiring  that  workrooms  be  well  lighted.  Many  of  the 
factories,  especially  the  old  ones,  were  not  sufficiently 
well  lighted.  Complaints  were  made  to  the  factory  in- 
spector in  1898  that  the  eyesight  of  the  employees  in 
some  of  the  factories  was  being  injured  from  want  of 
sufficient  light  while  at  their  work.  The  report  (p.  9) 
says: 
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"These  complaints  were  investigated,  and  there  is  no 
doubt  in  the  minds  of  the  Inspector  and  the  expert  ocuHst 
employed,  that  there  were  just  grounds  for  complaint, 
but  there  is  no  way  under  the  present  law  whereby  the 
owners  can  be  compelled  to  make  any  improvement." 

The  inspector  recommended  that  the  law  be  extended 
to  cover  this  point,  and  the  next  year  (1899,  ch.  119)  the 
law  (G.  S.  1888,  sec.  2265)  was  so  amended  as  to  require 
that  factories  be  well  lighted  (G.  S.  1902,  sec.  4516). 
The  new  factories  of  the  State  are  well  lighted.  Some  of 
the  old  factories  were  never  provided  with  many  win- 
dows; often,  now,  they  are  crowded  with  machinery  in 
such  a  manner  as  to  shut  off  the  light  from  workmen  in 
the  middle  of  the  rooms. 

About  1900  corrugated  glass  was  often  put  in  the  win- 
dows of  new  factories.  The  reason  for  using  this  glass 
was  to  keep  employees  from  looking  out  of  the  windows 
and  neglecting  their  work,  and  to  keep  persons  on  the 
outside  from  looking  into  the  work  rooms.  It  was 
claimed,  also,  and  correctly,  that  in  wide  rooms  this  glass 
distributed  the  light  more  evenly  about  the  room  than  the 
ordinary  clear  glass.  But  because  of  the  corrugated  sur- 
face the  rays  of  light  passing  through  this  glass  at  differ- 
ent points  on  its  surface  are  refracted  at  different  angles 
and  in  different  directions,  thus  causing  the  numerous 
rays  to  cross  each  other  within  the  room.  This  crossing 
of  the  rays  of  light  before  they  have  proceeded  far  enough 
into  the  room  to  become  thoroughly  diffused  produces 
numerous  focal  points.  A  large  number  of  such  foci 
dazzles  and  injures  the  eye.  Experience  in  using  such 
glass  in  the  factory  windows  showed  that  if  the  men  were 
working  at  fine  work,  such  as  fine  tool  making,  within 
the  distance  from  the  windows  at  which  the  rays  of  light 
became  diffused  (twelve  to  fifteen  feet)  their  eyes  were 
injured.  The  report  of  the  factory  inspector  for  1900 
(p.  10)  says: 
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"At  one  factory  .  .  .  fourteen  men  out  of  sixteen 
men  stated  that  this  light  had  injured  their  sight.  An 
expert  ocuhst  was  called  into  the  factory,  who  stated  that 
in  his  opinion  the  light  from  this  glass  was  the  cause  of 
the  trouble  the  operatives  had  with  their  eyes.  This 
company  changed  the  glass  by  substituting  a  clear  light 
in  the  sash  and  no  trouble  has  been  experienced  since." 
To  prevent  the  further  introduction  and  use  of  such 
glass,  with  the  consequent  injury  to  the  eyes  of  the  em- 
ployees, a  law  was  passed  in  1901  (ch.  97)  which  pro- 
vided that  any  firm  or  corporation  using  stained,  painted, 
or  corrugated  glass  in  factory  windows,  where  its  use 
was  injurious  to  the  eyes  of  the  workmen,  should  remove 
it  upon  the  order  of  the  inspector  of  factories.  This  glass 
has  been  removed  where  its  use  was  deemed  injurious. 

In  the  opinion  of  the  writer,  the  use  of  such  glass  is 
always  injurious  to  the  eyes  of  any  person  working  near 
the  windows,  whether  the  work  be  fine  work  or  not,  and 
should  be  replaced  by  clear,  smooth  glass.  A  casual  obser- 
vation of  the  eyes  of  any  large  group  of  factory  operatives 
as  they  pass  in  or  out  of  the  factory  will  convince  any  fair- 
minded  person  that  they  should  be  provided  with  the 
best  light  possible,  and  that  they  should  not  be  prohibited, 
by  the  use  of  stained,  painted,  or  corrugated  glass  in  the 
windows,  from  resting  their  tired  eyes  by  looking  for  an 
instant  away  from  their  work  into  the  outside  world. 

Far  too  little  attention  has  been  paid  to  the  proper 
lighting  of  work  rooms.  We  are  too  apt  to  think  of  the 
work  of  the  factory  operatives  as  being  coarse,  manual 
labor,  which  does  not  tax  their  eyes.  Often  this  is  not  so. 
Much  of  the  work  is  fine,  as,  for  example,  inspecting 
needles ;  much  of  it  requires  constant  and  close  attention ; 
often  the  work  upon  which  the  operatives'  gaze  is  riveted 
all  day  long  is  in  constant  and  rapid  motion.  These 
things,  together  with  the  dust,  and  sometimes  gases,  of 
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the  factory,  often  make  the  work  of  a  factory  operative 
especially  trying  to  the  eyes.  The  glassy  eye,  the  listless 
eye,  the  staring  eye,  and  the  watery  eye  are  far  too  com- 
mon in  any  group  of  our  factory  operatives. 

In  the  winter  afternoons  artificial  lights  are  necessary. 
Often  these  are  placed  so  as  best  to  light  up  the  work, 
and  with  little  regard  to  the  operatives'  eyes.  In  one 
work  room  visited  by  the  writer  one  hundred  women 
were  at  work  spooling  thread.  A  few  inches  in  front  of 
each  operative  and  about  on  a  level  with  her  eyes  was  an 
electric  light,  so  placed  that  almost  the  full  glare  of  it 
would  come  into  her  eyes.  With  a  few  exceptions  the 
women  were  young,  most  of  them  but  girls,  yet  an  actual 
count  showed  that  twenty  per  cent,  of  them  were  wearing 
eye  glasses.  The  writer  attributed  this  large  per  cent, 
to  the  nature  of  their  work  and  to  the  position  of  these 
lights.  > 

Water  Closets. — The  matter  of  the  provision  of  proper 
water  closet  accommodations  in  factories  and  workshops 
is  one  that  concerns  directly  the  health  and  morals  of  the 
operatives.  Common  decency  should  cause  employers 
to  provide  sufficient  accommodations  and  to  keep  them  in 
a  sanitary  condition;  yet  this  subject  has  given  the  fac- 
tory inspectors  more  trouble  than  any  one  point  of  seem- 
ingly similar  importance,  and  they  have  been  less  success- 
ful in  securing  thorough  and  lasting  reform  along  this 
line  than  any  other.  The  difficulty  has  been  due  mainly 
to  the  defective  law ;  to  the  carelessness  and  stinginess  of 
employers  in  incurring  expenditures  which  do  not  in- 
crease, directly,  the  profits  of  the  business;  and  to  the 
filthy  habits  and  destructive  teudencies  of  a  part  of  the 
operatives,  and  to  the  fact  that  the  others  are  not  in  a 
position  to  demand  better  conditions. 

The  only  law  on  the  subject  is  that  contained  in  the 
act  of  1887   (ch.   152,  sec.   5).     This  provided  that  in 
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every  factory  or  other  building  where  more  than  five 
persons  should  be  employed,  "suitable  water  closet  ac- 
commodations for  the  use  of  the  persons  employed" 
should  be  provided  and  kept  in  "good  sanitary  condi- 
tion."   The  law  is  the  same  in  the  revision  of  1902  (sec. 

4519)- 

This  law  was  very  inadequate.  The  employers  in- 
sisted on  calling  whatever  they  happened  to  have  "suit- 
ablt  water  closet  accommodations."  When  the  law  was 
passed,  and  until  long  afterwards,  some  of  the  factories 
had  no  accommodations  whatever.  Often  the  closets 
were  few  in  number,  and,  in  many  cases,  separate  ones 
were  not  provided  for  the  different  sexes.  They  were 
of  the  gravity  kind  and  were  without  traps.  Often  they 
were  neglected  and  foul,  and  endangered  the  health  of 
the  operatives.^^  Many  of  them  were  earth  closets  and  at 
a  distance  from  the  factories. 

These  conditions,  endangering  both  the  health  and 
morals  of  the  operatives,  were  remedied  slowly.  Em- 
ployers continued  to  interpret  the  word  "suitable"  to  suit 
the  conditions  in  their  factories.  In  1894  there  were  still 
some  failures  to  provide  separate  closets  for  men  and 
women,  closets  with  doors  which  would  shut,  and  closets 
that  were  properly  drained.  The  report  of  the  factory 
inspector  for  1899  (p.  10)  says: 

"The  word  'suitable'  is  sometimes  looked  at  in  different 
ways  by  employers  of  labor.  In  one  instance  a  factory 
was  found  in  which  seventy-five  operatives  were  provided 
with  one  closet.     It  was  learned  that  there  were  two 


"  "The  water  closets  in  some  establishments  were  found  in  very- 
bad  condition.  Many  of  them  have  no  traps,  and  foul  air  has  free 
passage  to  the  rooms  where  the  operatives  are  employed.  The 
number  of  cases  of  ill-health  caused  by  these  filthy  places  cannot  be 
easily  estimated.  Local  physicians  of  long  experience  attribute  a 
large  share  of  the  sickness  amongst  factory  operatives  to  this  one 
cause." — Report  Conn.  Factory  Inspector,  1889,  p.  7. 
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closets  for  this  room  originally,  but  the  lessee  had  torn 
out  one  to  make  more  room." 

Even  to-day  accommodations  in  many  factories  are  not 
what  they  should  be.  In  cases  the  water-closet  accommo- 
dations were  built  years  ago  when  the  factory  was  small 
and  the  employees  were  few.  Additions  have  since  been 
built  and  the  number  of  employees  largely  increased,  but 
the  water-closet  accommodations  remain  the  same.  Some 
factories  have  not  yet  put  in  flush  closets ;  some  still  have 
earth  closets  at  a  distance  from  the  factories ;  and  in  some 
the  sanitary  condition  of  the  closets  is  not  properly  looked 
after. 

The  factory  inspectors  have  time  and  again  insisted  on 
the  necessity  of  a  more  explicit  law,  and  one  under  which 
a  negligent  employer  would  not  have  four  weeks  in  which 
to  comply  with  an  order  to  clean  an  unsanitary  closet,  as 
he  has  under  the  present  law.^^  In  1889  the  report  of  the 
inspector  (p.  7)  says: 

'Tn  about  one-fourth  of  the  establishments  in  which 
changes  were  ordered,  it  was  necessary  to  give  notice  that 
the  water  closets  must  be  kept  in  better  condition." 

The  report  of  1895  (p.  10)  says: 

"The  law  in  regard  to  the  sanitary  conditions  of  water 
closets  especially  is  often  violated.  Several  extremely 
bad  cases  have  been  found  which  would  be  condemned  by 
any  Board  of  Health." 

Much  of  this  failure  to  provide  suitable  water  closet 
accommodations  is  due  alone  to  the  carelessness  and  sting- 
iness of  the  employers.  The  provision  of  such  improve- 
ments has  no  direct  effect  on  the  product  and  hence  they  are 
improvements  for  which  employers  get  no  direct  return. 
Therefore,  they  are  slow  about  incurring  an  expense  of 
several  hundred  dollars  to  put  a  system  of  flush  closets 
in  their  factories.     But  the  employers  are  not  always  wholly 

"  Reports  Conn.  Factory  Inspector,  1888,  1891,  1892,  1893,  1894, 
1896,  1899. 
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to  blame  for  their  slowness  in  providing  better  water  closet 
accommodations.  Often  where  they  have  provided  a 
nice  system  of  flush  closets  at  an  expense  of  several  hun- 
dred dollars,  they  have  been  rewarded  in  the  course  of 
a  week  or  two  by  finding  the  covers  torn  off,  the  doors 
broken  or  cut  full  of  holes,  the  lead  pipes  with  holes 
bored  in  them  and  the  walls  defaced — all  by  the  em- 
ployees for  whose  accommodation  they  were  built.  A 
number  of  such  cases  were  pointed  out  to  the  writer. 

Dressing  Rooms. — Connecticut  has  never  had  a  law 
requiring  employers  to  provide  dressing  rooms  for  the 
use  of  their  employees,  and  comparatively  few  of  the 
factories  have  such  rooms.  The  wraps,  hats,  lunch  boxes, 
etc.,  of  the  operatives  are  exposed  to  the  dust  of  the 
working  rooms,  and  usually  no  provision  whatever  is 
made  for  their  changing  their  clothing  before  going  onto 
the  street.  Dining  or  lunch  rooms  are  almost  unknown 
in  the  great  mass  of  the  factories  of  the  State. 

Toilet  Rooms  in  Foundries. — In  1905  (ch.  140)  the 
first  law  in  regard  to  toilet  rooms  was  passed.  It  applies 
only  to  foundries  and  provides  that : 

"The  factory  inspector  shall  have  power  ...  to 
require  the  proprietor  of  any  foundry  ...  in  which 
ten  or  more  men  are  employed  ...  to  provide  for 
the  use  of  such  employees  a  toilet  room  of  such  suitable 
dimensions  as  such  inspector  may  determine,  containing 
wash  bowls  or  sinks  connected  with  running  water,  with 
facilities  for  heating  the  same,  such  room  to  be  directly 
connected  with  the  foundry  building,  properly  heated, 
ventilated,  and  protected  from  the  dust  of  said  foundry." 

The  penalty  for  refusal  to  obey  such  order  is  a  fine 
of  not  more  than  fifty  dollars. 

This  law  was  proposed  and  its  passage  secured  by  the 
organized  foundrymen  of  the  State.  The  moulders' 
unions  of  the  State  worked  for  its  passage,  and  the 
foundry  owners  opposed  it.     The  unions  were  defeated 
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once  and  brought  the  bill  up  a  second  time  and  secured 
its  passage. 

Such  toilet  rooms  are  especially  needed  in  the  foun- 
dries. The  moulder's  work  is  dirty  to  begin  with.  When 
he  is  "pouring  off"  he  works  rapidly  and  perspires  freely. 
The  molten  iron  gives  off  a  peculiar  and  very  disagree- 
able odor  which  thoroughly  scents  his  clothing.  For 
these  reasons  he  should  not  go  on  the  street  or  get  into 
a  car  until  he  has  taken  a  bath  and  changed  his  clothing. 

The  law  calls  only  for  "wash  bowls  or  sinks."  What 
is  needed  are  shower  baths,  with  dressing  rooms  con- 
taining separate  lockers  for  the  men's  clothing.  The 
factory  inspectors  are  inducing  the  foundry  owners  to 
provide  rooms  with  properly  drained  sink  floors  of  ce- 
ment, and  with  hot  and  cold  water.  Some  of  them  are 
putting  in  shower  baths  and  dressing  rooms.  The  law 
should  be  so  amended  that  it  would  not  be  necessary  for 
the  inspector,  in  order  to  secure  the  kind  of  bathing 
facilities  needed,  to  interpret  the  word  "sinks"  to  mean 
a  room  with  an  impermeable  sink  floor,  as  he  does  now. 

Health. — In  1869  it  was  enacted  that  whoever  should 
employ  in  the  manufacture  of  paper  any  person  who  had 
not  had  the  small-pox  or  been  vaccinated,  should  pay  to 
any  town  all  expenses  caused  it  by  the  sickness  of  such 
person  with  small-pox,  contracted  while  so  employed. 
This  law  is  still  on  the  statute  books  (G.  S.  1902,  sec. 
4693).  So  far  as  the  writer  has  learned  it  has  always 
been  a  dead  letter.  It  was  passed  as  a  protective  measure. 
The  paper  mills  handled  foreign  rags,  and  it  was  believed 
that  the  women  employed  sorting  these  were  in  danger 
of  catching  this  disease. 

Fire  Escapes. — The  first  law  in  Connecticut  regarding 
the  means  of  egress  from  factories  in  case  of  a  fire  was 
delayed  until  1881.  There  was  much  need  for  such  a  law 
many  years  sooner.    In  1850  there  were  3,737  manufac- 
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turing  and  mechanical  establishments  in  the  State,  em- 
ploying a  total  of  50,737  wage  earners ;  and  in  1880  there 
were  4,448  such  establishments  with  a  total  of  112,915 
wage  earners.  In  only  a  few  of  the  new  factories  had  any 
provision  been  made  for  the  protection  of  these  em- 
plo3^ees  in  case  of  fire.  In  the  few  cases  where  fire  escapes 
were  provided  they  were  usually  iron  ladders  parallel 
with  the  wall  of  the  building.  They  might  have  been  of 
use  to  men  and  boys  in  case  of  a  fire,  but  they  would 
have  been  almost  useless  to  excited  and  frightened  women 
and  girls.  The  stairways,  particularly  in  the  old  build- 
ings, were  few,  narrow,  tortuous,  and  steep. 

The  act  of  1881  (ch.  y2)  was  as  follows: 

Sec.  I.  "Every  story  above  the  second  story,  not  in- 
cluding the  basement,  in  any  workshop  or  manufactory 
on  which  floor  more  than  ten  operatives  are  employed, 
shall  be  provided  .  .  .  with  more  than  one  way  of 
egress  by  stairways  on  the  inside,  or  fire  escapes  on  the 
outside  of  the  building,  and  such  stairways  and  fire  es- 
capes shall  be  kept  free  from  obstruction,  and  shall  be 
accessible  from  each  room  in  said  story." 

Sec.  2.  "It  shall  be  the  duty  of  selectmen  of  the  town 
or  of  the  fire  marshal  of  any  city  in  ^vhich  such  building 
is  situated  to  examine  all  buildings  referred  to  in  the  first 
section  of  this  act,  and  if  on  examination  they  find  that 
such  building  is  provided  with  fire  escapes  equivalent  to 
two  sufficient  stairways  and  furnish  the  owner  thereof 
with  a  certificate  to  that  effect,  said  owner  shall  not  be 
liable  under  this  act." 

Sec.  3.  "Every  owner  of  such  building  who  shall  vio- 
late the  provisions  of  this  act  shall,  on  conviction,  be  fined 
fifty  dollars." 

In  1883  the  act  of  1881  was  replaced  by  a  new  law 
(ch.  125).  The  only  changes,  so  far  as  the  law  applied 
to  factories,  were  the  inclusion  of  the  warden  of  the 
borough  with  the  first  selectman  of  the  town  and  the  fire 
marshal  of  the  city  as  inspectors  of  buildings  for  proper 
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means  of  egress,  and  the  provision  that  where  a  building 
was  found  provided  with  proper  means  of  egress  a  certi- 
ficate to  that  effect  should  be  given  the  owner. 

The  acts  of  1881  and  1883  were  very  inadequate  and 
indefinite.  The  report  of  the  factory  inspector  in  1888 
(p.  7)  says: 

"There  is  no  law  that  defines  what  shall  constitute  a 
proper  fire-escape.  In  some  cases  a  straight  wood  or 
iron  ladder  runs  from  the  roof  or  upper  story  to  the 
ground  with  either  no  balcony  or,  where  there  are  land- 
ings, they  oftentimes  have  no  guard  or  railing  around 
them  to  prevent  falling  off  if  crowded,  as  they  would  be 
in  a  panic  caused  by  a  cry  of  fire.  Some  assert  that  it 
answers  the  law  if  a  common  wooden  ladder  is  put  up 
against  the  building,  to  be  moved  from  place  to  place  as 
an  emergency  may  arise.  To  descend  some  of  these  lad- 
ders from  a  high  building  would  require  a  practiced 
acrobat,  to  say  nothing  of  frightened  and  timid  women 
and  children  in  peril  of  their  lives  attempting  it." 

Often  where  fire  escapes  were  provided  they  were  ren- 
dered almost  useless  by  being  placed  where  they  were  not 
easy  of  access  and  by  being  obstructed.  The  law,  in  fact, 
did  not  require  that  there  be  any  fire  escapes.  The  report 
of  the  factory  inspector  for  1891  (p.  9)  says: 

"It  is  practically  a  matter  of  choice  with  the  owners 
of  factories  whether  they  will  equip  them  with  fire  es- 
capes. Those  who  mean  to  be  upon  the  safe  side  put 
them  on  their  buildings,  and  those  who  merely  consider 
the  cost  rather  than  the  safety  do  not.  It  follows,  there- 
fore, that  the  chief  protection  which  operatives  get  from 
possible  fires  comes  from  the  liberality  of  their  employers 
rather  than  from  any  requirement  of  the  law.  The  exist- 
ing law  provides  that  there  shall  be  two  ways  of  egress 
from  buildings,  but  does  not  necessarily  require  fire 
escapes  at  all.  If  there  are  two  doors  it  answers  the 
requirements  no  matter  how  high  or  how  large  the 
building  may  be.  One  door  and  one  escape  would  answer 
the  terms  of  the  law." 
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But  what  the  law  required  or  did  not  require  made 
Httle  difference,  for  it  was  not  enforced.  With  few  ex- 
ceptions the  local  officers  seem  to  have  neglected  to  inspect 
the  factories.  The  report  of  the  factory  inspector  for 
1893  (p.  8)  says: 

"But  in  many  towns,  and  especially  as  to  factory  build- 
ings, the  law  is  practically  obsolete,  and  no  examinations 
are  made." 

The  following  is  from  the  report  for  1894  (p.  7)  : 

"In  the  course  of  my  examination  of  factories  through- 
out the  state,  I  have  found  that  there  are  comparatively 
few  places  where  the  local  authorities  have  complied  with 
the  law.  They  do  not  appear  to  regard  the  examinations 
as  incumbent  upon  them,  and  there  is  no  exaggeration  in 
saying  that  the  law  is  practically  obsolete  throughout 
Connecticut  to-day." 

In  1893  (ch.  105)  the  mayor  of  a  city  where  there  was 
no  fire  marshal  was  placed  on  the  list  of  those  whose  duty 
it  was  to  inspect  the  buildings  as  to  proper  means  of 
egress,  and  in  1895  an  attempt  was  made  to  strengthen 
the  fire-escape  law  in  several  of  its  weak  points.  That 
part  of  the  act  of  1895  (ch.  254)  relating  to  factories 
and  workshops  was  as  follows : 

Every  workshop  or  manufactory  which  shall  be  more 
than  two  stories  in  height  and  in  which  more  than  twenty 
persons  shall  be  employed  above  the  first  story,  "shall  be 
provided  with  at  least  one  fire  escape,  of  iron  or  other 
incombustible  material,  on  the  outside  of  said  building; 
and  if  such  building  shall  be  more  than  one  hundred  and 
fifty  feet  in  length,  then  it  shall  be  provided  with  one 
such  fire  escape  for  every  one  hundred  and  fifty  feet,  or 
fractional  part  thereof  exceeding  fifty  feet  in  length  of 
such  building ;  and  such  fire  escapes  shall  be  conveniently 
accessible  from  each  story  of  said  building." 

The  failure  of  the  owner  of  every  such  building  to 
provide  such  fire  escapes  within  three  months  after  he 
shall  receive  notice  to  do  so  from  the  building  inspector 
shall  be  punished  by  a  fine  of  five  hundred  dollars,  or 
imprisonment  for  not  more  than  six  months,  or  both. 
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"It  shall  be  the  duty  of  the  building  inspector  of  each 
city,  the  warden  of  each  borough,  and  the  first  selectman 
of  each  town  not  having  a  building  inspector,  ...  to 
inspect  all  of  the  above-named  buildings  at  least  once 
each  year  .  .  .  and  to  see  that  the  provisions  of  this 
act  are  complied  with.  .  .  .  And  said  city,  borough 
or  town  shall  fix  and  pay  the  compensation  for  all  ser- 
vices under  the  provisions  of  this  act." 

(1883,  ch.  125;  G.  S.  1888,  sees.  2645-2647;  and 
1893,  ch.  105,  are  repealed.) 

This  act,  passed  by  the  General  Assembly  of  1895,  was 
still  weak  in  that  it  still  accepted  as  a  legally  constructed 
fire  escape  a  narrow  iron  ladder  built  parallel  to  the  wall 
of  the  building:  and  especially  in  that  it  still  left  the 
enforcement  of  the  law  in  the  hands  of  local  officers  who 
had  already  shown  that  they  could  not  be  depended  upon 
to  enforce  a  fire  escape  law.  The  act  was  further  weak- 
ened by  an  amendment  (1895,  ch.  346)  passed  by  the 
same  General  Assembly  before  its  adjournment.  This 
amendment  provides  that  fire  escapes  as  required  by  the 
act  need  not  be  built  if  "it  shall  be  made  to  appear  to  the 
building  inspector  or  other  proper  authority  .  .  .  that 
said  building  is  already  supplied  with  a  sufficient  number 
of  safe  and  proper  means  of  egress."  This  amendment 
was  passed  to  satisfy  those  who,  at  an  additional  expense, 
had  built  what  they  termed  fire-proof  buildings.  They 
claimed  that  it  was  unjust  and  unnecessary  to  compel 
them  to  go  to  the  additional  expense  of  placing  fire 
escapes  on  their  buildings. 

The  law  of  1895  is  the  law  of  to-day  (G.  S.  1902,  sees. 
2628-2631).  It  has  never  been  efficiently  enforced.  The 
building  inspectors  of  some  cities  inspect  the  factories 
and  attempt  to  enforce  the  law,  but  most  of  them  do  noth- 
ing until  they  are  notified  by  the  factory  inspector  that 
violations  exist.  Only  the  larger  cities  have  building 
inspectors,    and   even   such   cities   as    New    Haven   and 
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Waterbury  had  no  such  officers  until  the  last  few  years. 
"In  some  cities  the  building  inspectors  devote  their  entire 
time  to  their  work,  and  order  changes  to  be  made  by 
property  owners  to  comply  with  the  law,  but  in  other 
places,  very  little  inspection  work  is  done,  and  the  condi- 
tions are  not  bettered  much  each  year  in  this  respect."^^ 

The  other  local  officers  generally  have  done  nothing 
about  enforcing  the  law,  and  where  they  have,  usually  it 
has  been  only  after  the  factory  inspector  has  notified 
them  of  violations,  and  informed  them  of  their  duty  in 
the  matter.  Even  then  some  of  them  are  loath  to  take 
any  action.  "Sometimes  the  inspector  is  told  'I  shall 
get  out  of  office  in  a  short  time  and  I  will  leave  that  for 
the  other  fellow.'  "^^  In  one  bad  case  complaint  was 
made  to  the  local  officers  by  the  factory  inspector  for  over 
three  years  before  anything  was  done  by  them.^"*  The 
inspector's  report  for  1900  (p.  14)  says: 

"In  other  places,  where  the  factories  visited  do  not 
have  suitable  fire-escapes,  the  selectmen  are  notified  at 
once,  but  often  fail  to  do  anything  in  the  matter  except 
to  show  the  complaint  received  from  the  inspector  of 
factories,  and  nothing  more  is  done." 

The  report  of  the  factory  inspector  for  1903  (p.  12) 
says: 

"It  is  safe  to  say  that  only  a  part  of  the  selectmen  of 
the  different  towns  of  the  state  know  that  it  devolves 
upon  them  to  perform  the  duties  of  building  inspector."^^ 

The  truth  of  this  statement  was  verified  by  personal 
inquiries  by  the  writer. 

The  factory  inspection  department  must  be  given  the 
credit  of  having  secured  most  of  what  enforcement  of 
this  law  there  has  been.    Neither  the  fire  escape  law  nor 


"Report  Conn.  Factory  Inspector,  1903,  p.  12. 

"  Reports  Conn.  Factory  Inspector,  1899,  p.  9 ;  1900,  p.  14. 

^*Ibid.,  1900,  p.  14. 

"  See  also  Report  of  1897,  p.  8. 
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the  factory  inspection  laws  make  it  the  duty  of  the  fac- 
tory inspector  to  enforce  this  law,  yet  for  several  years 
it  has  been  the  custom  of  the  inspector,  whenever  he  finds 
a  factory  with  insufficient  means  of  egress,  to  notify  the 
local  officer  whose  duty  it  is  to  enforce  the  fire  escape  law. 
For  the  years  1895- 1897  over  sixty  cases  of  factories 
having  insufficient  means  of  egress  were  reported  to  the 
local  authorities.  Through  this  medium  these  local  of- 
ficials often  first  learn  what  their  duties  in  the  matter  are ; 
and,  as  the  factory  inspector  keeps  press  copies  of  the 
notifications  sent  them,  they  often  find  it  advisable  (in 
order  to  escape  a  predicament  should  a  fire  occur  after 
they  have  been  notified  of  the  existing  conditions)  to 
enforce  the  law  in  these  cases.  In  most  other  cases  ig- 
norance of  their  duty,  negligence,  and  local  feeling  and 
politics  prevent  them  from  forcing  the  manufacturers 
of  their  town  to  make  an  expenditure  of  several  hundred 
dollars  each  to  provide  their  factories  with  fire  escapes. 

The  factories  that  have  been  constructed  in  Connecticut 
during  the  last  few  years  usually  are  either  fire-proof  or 
slow-burning  buildings,  and  they  are  mostly  provided 
with  fire  escapes,  or  with  broad,  well-lighted  stairways 
at  either  end  of  the  rooms,  and  shut  off  from  the  rooms 
proper  by  fire-proof  doors.  Many  of  the  old  factories, 
however,  are  not  yet  properly  supplied  with  means  of 
egress.  There  are  yet  many  fire  escapes  of  the  iron  lad- 
der variety,  built  parallel  with  the  wall  of  the  building, 
and  some  of  them  without  platforms  at  the  different 
floors.  A  few  of  the  old  wooden  fire  escapes  are  still  in 
use;  and  some  factories  have  only  the  stairways.  The 
fire  escapes  are  not  always  ready  for  use.  The  report  of 
the  factory  inspector  for  1903  (p.  10)  says : 

"In  several  factories  visited,  the  fire  escapes  on  the 
outside  and  one  of  the  inside  stairways  were  found  so 
obstructed  that  thev  could  not  be  used.     The  tenants  of 
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such  buildings  were  crowded  for  room,  and  were  using 
the  iron  fire  escapes  and  inside  entry  ways,  which  con- 
tained stairway  leading  to  another  floor,  for  storage 
purposes." 

On  the  following  page  the  same  report  continues : 

"Windows  and  doors  providing  an  entrance  to  fire 
escapes  are  sometimes  found  securely  fastened.  .  .  . 
In  a  new  platform  to  a  fire  escape  the  opening  through 
which  the  ladder  passed  to  the  floor  below  was  found  to 
be  too  small  to  allow  any  person  to  pass  through  except 
a  small  boy." 

In  most  of  the  factories  the  doors  do  not  open  outward, 
and  in  many  of  the  old  factories  the  stairs  are  dark,  nar- 
row, steep,  tortuous,  and  frequently  are  not  shut  off  from 
the  working  rooms  by  fire-proof  doors.  In  such  cases  a 
fire  on  the  first  floor  soon  would  so  fill  the  stairways  with 
smoke  as  to  make  them  almost  useless. 

It  is  evident  that  the  thing  needed  in  Connecticut  to 
secure  the  proper  observance  of  the  fire  escape  law  is  to 
place  its  enforcement  in  charge  of  the  factory  inspectors. 
These  officials  visit  the  factories  at  least  once  a  year  for 
the  purpose  of  inspection  on  other  points  and  can  easily, 
and  really  do  now,  inspect  them  as  to  means  of  egress. 
Were  they  made  responsible  for  such  inspection,  and 
were  they  given  power  to  enforce  the  law  where  they  now 
make  complaint  to  the  local  officers,  there  is  reason  to 
believe  that  there  would  be  a  marked  improvement  in  the 
means  of  egress  from  factories.  The  factory  inspectors 
in  their  reports  always  have  complained  of  the  non- 
enforcement  of  the  fire  escape  law  by  the  local  officers, 
and  they  have  recommended,  time  and  again,  that  its 
enforcement  be  placed  in  charge  of  the  factory  inspector. 
Several  bills  to  this  effect  have  been  before  the  legisla- 
ture, but  the  opposition  to  them  by  the  owners  of  build- 
ings has  always  been  strong  enough  to  defeat  them. 

Seats  for  Female  Employees. — In  1893  (ch.  yy)  it 
was  enacted  that   employers  of   females   in  mercantile, 
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mechanical  or  manufacturing  establishments  should  pro- 
vide suitable  seats  for  the  use  of  such  females,  and  should 
permit  them  to  use  such  seats  when  not  necessarily  en- 
gaged in  the  active  duties  for  which  they  were  employed. 
The  penalty  for  violation  was  a  fine  of  from  five  to  fifty 
dollars  for  each  offense.  The  law  is  the  same  in  the 
revision  of  1902  (sec.  4703). 

This  act  makes  no  provision  for  its  enforcement.  The 
factory  inspector  at  different  times  has  reported  that  the 
law  was  very  generally  complied  with  in  the  factories,^® 
and  the  Bureau  of  Labor  Statistics  in  its  report  for  1897 
(p.  180)  says: 

"personal  investigation  was  made  whether  or  not  the 
statute  .  .  .  was  complied  with.  No  cause  for  com- 
plaint was  found  in  any  case." 

Notwithstanding  these  statements,  personal  observa- 
tion by  the  writer  in  a  large  number  of  the  factories  of 
the  State  showed  that,  except  in  the  cases  where  the 
women  sit  at  their  work,  only  in  a  minority  of  the  fac- 
tories are  the  female  employees  furnished  with  "suitable" 
seats.  Many  of  the  girls  sit  on  boxes,  some  sit  crowded 
in  the  windows,  or  on  the  steam  pipes,  while  some  are 
provided  with  suitable  stools  or  chairs.  Often  the  num- 
ber of  seats  is  insufficient.  The  investigation  of  the 
writer  did  not  extend  to  the  stores,  but  from  several 
inquiries  made  the  law  seems  to  be  complied  with  there 
more  carefully  than  in  the  factories.  The  enforcement 
of  this  law,  too,  so  far  as  it  relates  to  factories,  should  be 
placed  in  charge  of  the  factory  inspector. 

II.    Tenement  House  Workshops. 
New  York  City  and  Boston  have  long  been  centers  for 
sweat  shops  and  tenement  house  workshops  of  the  worst 
sort.    The  sweat  shop  laws  of  New  York  and  Massachu- 

"  Reports  Conn.  Factory  Inspector,  1893,  p.  15;  1895,  p.  12. 
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setts  have  been  made  more  stringent  from  time  to  time 
and  inspections  have  become  more  and  more  carefuL 
Sweat  shops  cannot  thrive  where  there  are  strict  regula- 
tions and  close  inspections,  and  it  was  claimed  that  to 
escape  restriction  and  regulation  the  sweat  shops  were 
moving  from  New  York  and  Massachusetts  into  Con- 
necticut, and  practicing  there  the  same  system  of  sweat- 
ing they  had  carried  on  in  New  York  City  and  Boston. 

As  a  protective  measure  against  these  threatened  evils 
the  Connecticut  legislature  of  1899  Passed  a  tenement 
house  workshop  law.^^  This  law  (ch.  199)  provides 
that: 

"The  inspector  of  factories  shall  as  often  as  practicable 
carefully  examine  all  buildings,  apartments,  rooms  and 
places  in  any  tenement  or  dwelling  house  used  for  resi- 
dential purposes  and  used  in  whole  or  in  part  other  than 
by  the  immediate  members  of  the  family  therein,  for  the 
manufacture  of  coats,  vests,  trousers,  knee  pants,  over- 
alls, cloaks,  skirts,  shirts,  ladies'  waists,  artificial  flowers, 
purses,  cigars,  cigarettes,  or  any  article  of  wearing  ap- 
parel intended  for  sale." 

"It  shall  be  the  duty  of  persons  engaged  in  the  manu- 
facture of  such  goods  in  such  premises  within  thirty  days 
after  beginning  such  manufacture  ...  to  notify  said 
inspector  of  the  location  of  said  workroom  or  work- 
rooms, the  nature  of  the  work  carried  on,  and  the  number 
of  persons  therein  employed." 

Such  workrooms  at  all  times  shall  be  kept  "in  a  thor- 
oughly clean  and  sanitary  condition"  and  be  "properly 
lighted  and  ventilated  and  fit  for  the  occupancy  of  the 
persons  engaged  in  work  therein." 

The  inspector  shall  notify  the  owner  of  such  work- 
rooms and  the  person  using  the  same  to  provide  ample 
means  for  lighting  and  ventilating  them,  and  to  put  them 

"  "At  the  public  hearing  this  bill  was  strongly  advocated  by  John 
F.  Kenefick,  a  member  of  the  Cigar  Makers'  Union,  No.  42,  who 
represented  the  Hartford  Central  Labor  Union,  W.  W.  Ives,  chief 
clerk  of  the  Bureau  of  Labor  Statistics,  and  others." — Report  Annual 
Convention  Connecticut  Branch  American  Federation  of  Labor,  1899. 
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in  a  thoroughly  clean,  sanitary,  and  fit  condition  for 
occupancy  for  said  work. 

Any  violation  of  this  act  shall  be  punished  by  a  fine  of 
not  more  than  five  hundred  dollars. 

The  law  is  the  same  in  the  revision  of   1902    (sees. 

4527-4530)- 

This  act,  as  has  been  said,  was  passed  merely  as  a 
protective  measure.  It  is  far  less  strong  than  similar 
laws  in  New  York  and  Massachusetts.  According  to  it 
a  tenement  house  workshop  is  a  room  "in  any  tenement 
or  dwelling  house  used  for  residential  purposes  and  used 
in  whole  or  in  part  other  than  by  the  immediate  members 
of  the  family  therein"  for  the  manufacture  of  certain 
specified  articles.  This  does  not  include  shops  in  build- 
ings not  used  for  residential  purposes.  It  does  not  pro- 
hibit the  manufacture  of  sweat  shop  goods  by  the  imme- 
diate members  of  the  family,  even  in  their  own  living 
rooms;  and  it  is  questionable  whether  it  prohibits  such 
manufacture  in  the  living  rooms  by  others  than  the  im- 
mediate members  of  the  family.  The  law  (sees,  i  &  3) 
seems  only  to  provide  for  the  inspection,  proper  lighting, 
ventilation,  and  cleanliness  of  such  places  when  they  are 
used  by  other  than  immediate  members  of  the  family. 
The  law  does  not  reach  such  persons  as  those  who,  in  the 
sweat  shop  districts  of  large  cities,  as  New  York,  Boston, 
and  Chicago,  are  the  most  oppressed  and  helpless  and 
whose  products  most  endanger  public  health — the  ignor- 
ant and  poverty  stricken  tenement  house  worker,  who 
works  alone  or  with  her  children,  in  her  own  dirty  tene- 
ment, for  long  hours  every  day,  trying  to  eke  out  a  mis- 
erable existence  at  the  starvation  wages  paid  her.  Fortu- 
nately, Connecticut  has  few  of  this  class. 

Many  places  in  Connecticut  which  would  be  called 
sweat  shops  or  tenement  house  workshops  in  New  York 
Citv  are  not  such  under  the  Connecticut  statute.    Ladies' 
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wrappers,  knee  pants,  etc.,  are  made  in  small,  crowded 
shops,  and  tailors  very  often  send  out  suits  to  be  finished 
in  the  homes,  but  the  law  does  not  extend  to  such  cases. 

In  1899  and  in  1900  the  reports  of  the  factory  in- 
spector state  that  investigations  were  made  to  discover 
whether  or  not  the  statement  that  sweat  shops  were  mov- 
ing from  New  York  and  Massachusetts  to  Connecticut 
was  true.  No  cases  of  such  removal  were  discovered, 
and  only  one  case  of  a  tenement  house  workshop  that 
came  under  the  law  was  found.  The  report  of  1900 
(p.  12)  says: 

"One  hundred  and  one  places  where  clothing  and 
cigars  are  manufactured  have  been  visited  during  the 
past  year.  Only  in  one  instance  could  a  place  be  called 
a  sweat  shop.  In  the  manufacture  of  clothing  several 
different  modes  of  manufacture  were  noticed.  In  some 
places  the  manufacture  of  clothing  was  carried  on  in 
mercantile  buildings,  the  upper  stories  of  which  were 
filled  with  numerous  small  shops  containing  one  or  two 
rooms  where  ready-made  clothing  was  turned  out.  It 
was  found  that  such  tailors  lived  in  different  localities 
and  did  not  reside  in  buildings  where  shops  were  located. 
These  men  were  mostly  union  men.  No  small  children 
were  found  employed  at  any  of  these  places,  and  the 
rooms  were  not  crowded,  as  usually  only  from  three  to 
seven  persons  were  employed.  Another  class  found  were 
located  in  dwelling  houses,  where  one  room  was  set  apart 
as  a  workroom.  No  children  were  found  employed  in 
any  of  these  places.  Usually  a  man  would  start  in  busi- 
ness for  himself  who  had  been  working  in  some  larger 
concern.  Seldom  over  three  or  four  persons  were  found 
employed  in  such  workrooms.  They  were  usually  as 
clean  as  any  ordinary  tailor  shop.  In  some  such  places 
visited  the  plumbing  of  the  building  was  found  out  of 
order  and  the  plumbing  inspector  of  the  city  was  notified. 
In  other  places  visited,  it  was  found  that  the  goods  manu- 
factured came  from  the  large  tailor  shops,  who  sent  out 
vests  and  pants  to  be  made.  It  was  sometimes  the  sole 
means  of  support  of  persons  making  them.     No  outside 
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help  was  employed.  It  is  doubtful  if  there  exists  in  Con- 
necticut any  such  conditions  as  are  reported  by  the  in- 
spectors of  large  cities  like  New  York  or  Boston.  It  is 
possible,  however,  that  a  few  such  places  are  in  exist- 
ence." 

The  foregoing  is  fairly  descriptive  of  present  condi- 
tions in  the  State.  There  are  very  few  shops  that  come 
under  the  law,  and  the  limited  investigation  which  the 
writer  has  been  able  to  make  has  not  disclosed  any. 

III.  The  Regulation  and  Inspection  of  Bakeries 
In  1893  the  first  attempt  was  made  to  secure  a  law 
providing  for  the  regulation  and  inspection  of  bakeries. 
The  bill  introduced  in  the  legislature  that  year  (H.  B. 
498)  prohibited  the  establishment  of  cellar  bakeries,  and 
provided  that  all  bakeshops  should  be  w^ell  lighted  and 
ventilated,  and  that  they  should  be  inspected  by  the  fac- 
tory inspector.  At  the  hearing  the  journeymen  bakers' 
unions  appeared  with  counsel  favoring  the  bill,  and  the 
employers  came  with  counsel  to  oppose  it.  The  attorney 
for  the  employers  claimed  the  bill  was  so  drawn  that,  if 
passed,  it  would  compel  a  number  of  employers  to  go  out 
of  business.  The  chairman  of  the  Committee  on  Labor, 
before  which  the  hearing  was  held,  recommended  that 
the  labor  organizations  take  hold  of  the  matter  them- 
selves and  report  any  unsanitary  places  to  the  Board  of 
Health. ^^  The  bill  was  reported  unfavorably  and  re- 
jected. 

The  bakers'  unions  did  not  stop  their  agitation  for  a 
law,  as  is  shown  by  the  following  quotation  from  the 
report  of  the  Connecticut  Bureau  of  Labor  Statistics  for 
1896  (p.  261)  : 


^*  Report  Annual  Convention  Connecticut  Branch  American  Feder- 
ation of  Labor,  1893;  Report  Conn.  Bureau  Labor  Statistics,  1893, 
p.  258. 
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"At  the  solicitation  of  the  Bakers  and  Confectioners 
International  Union,  made  through  their  organization  in 
this  state,  an  inspection  has  been  made  by  agents  of  this 
Bureau  in  the  cities  of  the  state." 

The  bureau  "with  zeal  and  energy  made  minute  and 
thorough  examination  into  the  prominent  evils  attending 
the  unsanitary  conditions  of  the  Cellar  Bakeries"  which 
abounded  in  the  State.  The  following  quotations  from 
the  report  of  the  bureau^'^  show  the  very  bad  conditions 
of  many  of  the  cellar  shops  at  this  time : 

"While  the  investigation  has  been  comparatively  lim- 
ited in  scope  and  duration,  it  has  developed  the  fact  that 
the  condition  of  most  of  the  shops  demand  sanitary  im- 
provement and  imperative  legislation  in  that  direction  is 
needed." 

"Of  the  181  shops  inspected,  ninety-seven  were  re- 
ported clean,  fifty-seven  as  dirty,  and  twenty-seven  as 
filthy.  The  term  'dirty'  used  signifies  that  the  surround- 
ings and  tools  were  not  in  such  a  condition  as  to  conduce 
to  a  clean  product.  'Filthy'  means  about  all  the  word 
signifies.  Places  were  found  which  were  swarming  with 
vermin,  and,  even  while  bread  was  being  kneaded,  cock- 
roaches were  holding  high  carnival  on  the  kneading 
board." 

"And  yet  the  agents  sent  out  to  look  into  this  subject, 
have  found  bakeries  in  which  filthy,  foul  and  ill-smelling 
water  closets  were  maintained  in  the  room  and  in  close 
proximity  to  where  the  bread  was  being  prepared." 

"Much  carelessness  was  found  in  the  protection  of  the 
materials  used  from  contamination.  In  one  place  butter, 
lard,  sugar  and  flour  were  found  standing  in  a  stable  but 
a  few  feet  from  a  horse.  Some  of  the  cases  were  uncov- 
ered and  were  absorbing  the  odors  of  the  stable.  It  was 
not  uncommon  to  find  leaky  sewer  pipes  running  over 
kneading  boards  and  barrels  of  supplies." 

"Of  181  shops  inspected,  ninety-five  were  situated  in 
cellars.    ...    In  all  of  this  class  of  shops  the  ventilation 

"  Report  for  1896,  pp.  261-268. 
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was  found  to  be  of  the  poorest.  ...  In  some  of  these 
shops  it  was  necessary  to  use  artificial  light  all  the  time." 

"When  to  the  damp  cellar  is  added  the  fact  that  some 
of  them  are  less  than  six  feet  in  height,  it  can  readily  be 
understood  that  the  lot  of  the  journeyman  baker  is  not 
an  enviable  one." 

"As  a  matter  of  fact,  the  average  cellar  bakery  breaks 
every  law  of  sanitation,  and  presents  a  state  of  affairs 
that  would  not  be  tolerated  for  a  moment  in  any  other 
industry.  Put  the  matter  in  another  way:  A  large  part 
of  the  output  of  bread  is  prepared  on  premises  that  would 
not  be  passed  as  fit  for  slaughter  houses." 

"The  investigation  has  shown  that  nearly  all  the  cellar 
bakeries  are  overrun  with  rats,  mice,  cockroaches  and 
other  vermin.  Then  the  moist  and  heated  air  is  favorable 
to  the  rapid  decay  of  vegetable  matter,  and  this  takes 
place  in  the  scraps  of  dough  and  refuse  flour  which  collect 
in  the  hollow  sides  and  beneath  the  kneading  troughs. 
Moreover,  when  the  loaf  is  brought  out  of  the  oven  into 
a  foul  bakery,  its  surface  is  exposed  to  any  germ  disease 
that  may  be  at  hand." 

"In  thirty  shops  water  closets  were  found  in  either 
the  work  or  store  room;  they  were  in  varying  degrees 
of  cleanliness,  some  of  them  being  untrapped  and  filthy 
in  the  extreme." 

"Forty-six  shops  were  reported  which  had  sewage 
pipes  in  the  work  or  store  room.  Of  this  number,  sixteen 
were  noted  as  being  in  a  bad  condition  and  a  menace  to 
health  and  clean  products." 

"In  three  shops  it  was  found  that  the  employees  slept 
in  the  shop  after  working  hours  were  over." 

The  securing  of  the  above  investigation  was  a  strong 
move  on  the  part  of  the  bakers'  unions  of  the  State.  In 
the  fall  of-  1896  they  drew  up  a  bill  for  a  bakeshop  law 
and  presented  it  to  the  Connecticut  Branch  of  the  Amer- 
ican Federation  of  Labor,  then  in  convention,  for  its 
consideration.  The  legislative  committee  of  the  Federa- 
tion was  instructed  by  the  convention  to  secure  the  pas- 
sage of  this  bill.    The  bill  was  published  and  its  passage 
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advocated  by  the  Bureau  of  Labor  Statistics  in  1896.^° 
Besides  providing  for  the  regulation  and  sanitation  of  the 
bakeshops,  the  bill  provided  for  a  ten-hour  day  with  six 
work  days  a  week. 

This  bill  was  introduced  in  the  legislature  of  1897  and 
referred  to  the  Committee  on  Public  Health  and  Safety. 
The  history  of  the  bill  in  the  legislature  is  described  in 
the  report  of  the  Annual  Convention  of  the  Connecticut 
Branch  of  the  American  Federation  of  Labor  of  1897  as 
follows : 

"At  the  hearing  .  .  .  the  proprietors  of  nearly  all 
the  principal  bakeries  of  the  state,  who  were  thoroughly 
organized,  appeared  with  counsel  before  the  committee, 
and  made  a  desperate  fight  against  its  passage,  and  their 
lawyer  was  a  daily  visitor  at  the  capitol  for  several  weeks 
lobbying  against  the  bill.  .  .  .  The  Bakers'  Unions 
were  also  represented  at  the  hearings  by  counsel.  .  .  . 
About  fifty  journeymen  bakers,  members  of  unions,  also 
appeared  at  the  hearings,  ...  in  support  of  the  bill, 
and  the  evidence  presented  by  them  on  the  filthy  and 
unsanitary  condition  of  the  bakeshops  was  disgusting  in 
the  extreme.    ..." 

After  several  weeks  the  committee  reported  a  substi- 
tute bill.  This  substitute  was  very  unsatisfactory  to  the 
bakers'  unions,  and  their  representatives  offered  four 
amendments  to  it.  These  were  accepted  and  the  bill 
passed.  The  provisions  of  the  act  (1897,  ch.  174)  are 
as  follows : 

"Every  building,  room  or  place,  used  in  or  in  connec- 
tion with  the  manufacture  for  sale  of  any  article  of  food 
composed  wholly  or  in  part  of  flour  or  meal  from  cereals, 
shall  be  known  under  this  act  as  a  'bakeshop.'  " 

"Every  bakeshop  shall  be  properly  drained,  plumbed, 
ventilated  and  kept  in  a  clean  and  sanitary  condition,  and 
conducted  with  proper  regard  to  the  health  of  the  opera- 
tives and  the  production  of  wholesome  food." 


Report  of  Bureau,  p.  268. 


290  American  Economic  Association  [702 

"Every  bakeshop  shall  be  provided  with  a  proper  wash- 
room and  water  closet  or  water  closets,  apart  from  the 
bakeroom  or  rooms  where  the  manufacturing  of  such 
food  products  is  conducted,  and  no  water  closet,  earth 
closet  or  privy  shall  be  within  the  bakeroom  of  any 
bakery." 

"The  sleeping  places  for  persons  employed  in  a  bake- 
shop shall  be  kept  separate  from  the  room  or  rooms 
where  flour  or  meal  food  products  are  manufactured  or 
stored." 

"The  factory  inspector  shall  examine  all  bakeshops  as 
frequently  as  may  be  necessary  ,  .  .  and  shall  .  .  . 
report  in  writing  to  the  local  health  officer  .  ,  ,  every 
bakeshop  .  .  .  not  found  kept  and  conducted  as  herein 
provided;  and  such  health  officer  shall  thereupon  investi- 
gate .  .  .  such  unsanitary  conditions  so  reported  to 
him  and  if  found  to  exist,  shall  cause  the  same  to  be 
removed.    ..." 

When,  in  1897,  the  factory  inspectors  began  to  inspect 
the  bakeries,  they  found  their  condition  fully  as  bad  as 
it  had  been  reported  by  the  Bureau  of  Labor  Statistics 
in  1896.  Their  orders  mainly  were  for  the  cleaning  up 
of  filthy  and  unsanitary  shops,  the  removal  of  water 
closets  from  the  bakerooms,  and  the  repairing  of  the 
plumbing.  In  1898  only  about  half  as  many  complaints 
were  made  to  the  health  officer  as  in  the  year  previous, 
and  the  orders  in  number  and  kind  indicate  that  much 
better  conditions  existed. 

The  inspections  of  1897  and  1898  showed  that  the 
former  bad  conditions  were  due  mainly  to  three  causes : 
(i)  Underground  shops,  many  of  which  could  not  be 
kept  well  lighted  or  well  ventilated  and  were  liable  to 
overflow  from  sewers  and  tide  water;  (2)  the  failure  of 
landlords  to  keep  rented  buildings  in  proper  repair;  and 
(3)  the  filthy  habits  of  the  employees.  In  1898  the  fac- 
tory inspector  recommended  the  gradual  abolishment  of 
low,  cellar  shops,  and  in  1899  C^^-  ^4°)  ^^^^  following 
amendment  was  passed : 
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The  owner  of  a  building  used  as  a  bakeshop  shall  cause 
it  to  be  properly  drained,  plumbed,  lighted,  and  venti- 
lated; and  the  occupant  shall  keep  it  in  a  clean  and  sani- 
tary condition. ^^ 

"No  cellar  not  now  used  as  a  bakery  shall  be  hereafter 
used  and  occupied  as  a  bakery,  and  a  cellar  heretofore  so 
used  and  occupied  shall,  when  once  closed,  not  be  re- 
opened for  the  purpose  of  use  as  a  bakery.  Every  room 
hereafter  used  for  the  manufacture  of  flour  or  meal  food 
shall  be  at  least  eight  feet  in  height." 

"The  word  cellar  as  used  in  this  act  shall  be  construed 
to  mean  any  room  wholly  or  in  part  underground,  except 
such  rooms  or  basements  as  shall,  in  the  judgment  of  the 
inspector  of  factories,  be  properly  drained,  plumbed, 
lighted  and  ventilated." 

It  was  the  intention  by  this  amendment  gradually  to 
close  the  cellar  shops,  but  the  owners  usually  were  care- 
ful, after  the  amendment  was  passed,  to  keep  them  nm- 
ning  all  the  time.  In  1900  the  factory  inspector,  in  his 
report,  complained  that  in  cases  where  shops  had  been 
closed  for  months  and  then  reopened  the  local  health 
officer,  when  notified,  apparently  did  nothing  to  enforce 
the  law  and  the  shops  were  allowed  to  run.  The  inspector 
asked  that  the  law  be  changed  and  this  was  done  in  1901. 

The  act  of  1901  (ch.  83),  with  its  amendment  of  1905, 
is  the  present  law  (G.  S.  1902,  sees.  2569-2572).  Its 
provisions  are  as  follows: 

"All  buildings  or  rooms  occupied  as  biscuit,  bread  or 
cake  bakeries  shall  be  drained  and  plumbed  in  a  manner 
conducive  to  the  proper  healthful  and  sanitary  condition 

^  "This  bill  was  drawn  by  Mr.  Parker,  special  agent  of  the  Bureau 
of  Labor  Statistics.  Introduced  in  the  House  by  Mr.  Freeman,  of 
Hartford,  and  refrrred  to  the  Committee  on  Public  Health  and 
Safety.  At  Lhc  public  hearing  ...  it  was  advocated  by  Factory 
Inspector  McLean,  Mr.  W.  W.  Ives,  Chief  Clerk  of  the  Labor 
Bureau,  Jacob  Reiss,  of  New  Haven,  Secretary  of  the  Cormecticut 
Branch  of  the  Bakers'  and  Confectioners'  Union,  and  others." — 
Report  Annual  Convention  Connecticut  Branch  American  Federation 
ex  Labor,  1899. 
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thereof,  and  constructed  with  air  shafts  and  windows  or 
ventilating  pipes,  sufficient  to  insure  ventilation,  as  the 
inspector  of  factories  shall  direct;  and  no  cellar  or  base- 
ment, not  now  used  as  a  bakery,  shall  hereafter  be  used 
and  occupied  as  a  bakery,  and  a  cellar  heretofore  used  as 
a  bakery  shall,  when  once  closed,  not  be  reopened  for  use 
as  a  bakery." 

"Every  such  bakery  shall  be  provided  with  a  proper 
wash  room  and  water  closet  or  closets,  apart  from  the 
bake  room  or  rooms  where  the  manufacturing  of  such 
food  products  is  conducted;  and  no  water  closet,  earth 
closet,  privy,  or  ash  pit  shall  be  within  or  communicate 
directly  with  a  bake  shop." 

"Every  room  used  for  the  manufacture  of  flour  or 
meal  food  shall  be  at  least  eight  feet  in  height;  and  the 
side  walls  of  such  rooms  shall  be  plastered  or  wainscoted, 
the  ceiling  plastered  or  ceiled  with  lumber  or  metal,  and, 
if  required  by  the  inspector  of  factories,  shall  be  white- 
washed at  least  once  in  three  months;  the  furniture  and 
utensils  of  such  room  shall  be  so  arranged  as  to  be  easily 
mo^'ed  in  order  that  the  furniture  and  floor  may  at  all 
times  be  kept  in  proper  healthful  sanitary  condition." 

"The  manufactured  flour  or  meal  food  products  shall 
be  kept  in  perfectly  dry  and  airy  rooms,  so  arranged  that 
the  floors,  shelves,  and  all  other  facilities  for  storing  the 
same  can  be  easily  and  perfectly  cleaned."    • 

"The  sleeping  places  for  persons  employed  in  a  bakery 
shall  be  kept  separate  from  the  room  or  rooms  where 
flour  or  meal  food  products  are  manufactured  or  stored." 

"AFTER  an  inspection  of  a  bakery  HAS  been  made  by 
the  inspector  of  factories  and  it  is  found  to  conform  to 
the  provisions  of  this  act,  said  inspector  may  issue  a 
certificate  to  the  owner  or  operator  of  such  bakery  that  it 
is  conducted  in  compliance  with  all  the  provisions  of 
this  act;    .    .    .    " 

"The  owner,  agent,  or  lessee  of  any  property  affected 
by  the  provisions  of  this  act,  shall,  within  thirty  days 
after  the  service  of  notice  upon  him  of  an  order  issued 
by  the  inspector  of  factories  requiring  any  alterations  to 
be  made  in  or  upon  such  premises,  comply  therewith,  or 
cease  to  use  or  allow  the  use  of  such  premises  as  a  bake- 
shop;     ..." 
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"Any  person  who  violates  the  provisions  of  this  act  or 
refuses  to  comply  with  any  requirement  of  the  inspector 
of  factories,  as  provided  herein,  shall  be  guilty  of  a  mis- 
demeanor, and  .  .  .  shall  be  fined  not  less  than  twenty 
nor  more  than  fifty  dollars  for  the  first  offense;  shall  be 
fined  not  less  than  fifty  nor  more  than  one  hundred  dol- 
lars or  imprisonment  not  more  than  ten  days  for  the 
second  offense ;  and  shall  be  fined  not  less  than  two  hun- 
dred dollars  and  imprisoned  not  more  than  thirty  days 
for  the  third  offense." 

"No  employer  shall  require,  permit  or  suffer  any  per- 
son to  work  in  his  bake  shop  who  is  affected  with  pul- 
monary tuberculosis,  or  with  scrofulous  diseases,  or  with 
any  venereal  diseases,  or  with  any  communicable  skin 
affection,  and  every  employer  is  hereby  required  to  main- 
tain himself  and  his  employees  in  a  clean  and  a  sanitary 
condition  while  engaged  in  the  manufacture,  handling  or 
sale  of  such  food  products." 

"Chapter  CLXXIV  of  the  public  acts  of  1897  and 
chapter  140  of  the  public  acts  of  1899  ^^^  hereby  re- 
pealed." 

In  this  act  of  1901  the  provision  requiring  the  factory 
inspector  to  report  cases  of  violation  to  the  local  health 
officer  was  wisely  omitted.  The  conditions  of  the  bake- 
shops  improved  gradually  under  the  new  law.  The  in- 
spector required  many  of  the  shops  to  be  whitewashed 
and  cleaned  up  generally.  However,  the  bakeshop  law 
had  failed  in  one  of  the  things  expected  of  it — the  closing 
up  of  cellar  shops.  As  will  be  shown  later  the  number 
of  such  shops  had  actually  increased  since  the  first  law 
was  passed  in  1897.  There  was  much  difference  of 
opinion  as  to  what,  under  the  law,  constituted  a  legal 
closing  of  a  bakeshop,  and  as  to  what  was  a  "cellar"  and 
what  a  "basement."  In  his  reports  for  1903  and  1904 
the  factory  inspector  recommended  that  an  amendment  be 
passed  defining  clearly  what  should  constitute  a  legal 
closing,  and  what  a  "cellar"  and  what  a  "basement." 
The  amendment  of  1905  (ch.  13)  followed.  The  new 
provisions  in  this  amendment  are  as  follows : 
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If  the  factory  inspector  finds  on  inspection  that  a  bake- 
shop  is  conducted  in  compliance  with  the  law,  he  shall 
issue  a  certificate  to  that  effect,  which  certificate  shall  be 
kept  posted  in  a  conspicuous  place  in  the  bakery. 

"No  room  or  rooms  either  wholly  or  partly  under- 
ground, not  now  used  as  a  bakery,  shall  hereafter  be  used 
as  a  bakery.  No  room  or  rooms  wholly  or  partly  under- 
ground, now  used  as  a  bakery,  which  shall  hereafter  be 
closed,  shall  be  again  used  as  a  bakery." 

"No  room  or  rooms  wholly  or  partly  underground 
which  shall  have  been  closed  on  account  of  fire,  attach- 
ments, observance  of  religious  ceremonies,  or  quarantine 
regulations,  shall  be  deemed  to  be  closed  within  the  mean- 
ing of  this  act." 

"A  bakeshop  shall  be  deemed  to  be  closed  whenever, 
for  any  reason  except  those  specified  in  section  three,  the 
business  of  baking  for  the  public  shall  be  suspended 
therein." 

The  following  table,  prepared  for  the  writer  by  the 
Factory  Inspection  Department,^^  shows  roughly  the 
changes  effected  by  the  enforcement  of  the  different  laws 
concerning  bakeries: 

Bakeries  of  Connecticut. 

In  Which 
■^  Number  Basement  Above  In  Good     Changes  Were 

^^^^  Inspected  or  Cellar  Ground  Condition  Ordered 

1897 254  152  102  135  119 

1898 211  114  97  152  59 

1899 214  129  85  114  100 

1900 291  147  144  192  99 

1901 331  158  173  212  119 

1902 343  146  197  ^27  106 

1903 254  105  149  195  59 

1904 401  150  251  277  124 

1905 381  118  263  293  88 

The  above  table  indicates  that  in  some  years  all  the 

bakeries  were  not  inspected.  The  number  inspected  varies 

too   largely  between    successive   years   to   be   attributed 

wholly  to  the  real  change  in  the  number  of  bakeries  in 

'"'Also  published  in  the  Factory  Inspector's  Report  of  1905,  p.  14. 
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operation  in  those  years.  For  example,  note  the  marked 
difference  in  the  numbers  between  the  years  1897  and 
1898,  1899  and  1900,  and  1903  and  1904.  Probably  the 
number  of  basement  and  cellar  bakeries  inspected  does 
not  correspond  either  with  the  actual  number  in  opera- 
tion. Without  knowing  the  numbers  in  operation  in 
the  successive  years  it  is  impossible  to  measure  correctly 
the  decline  in  the  number  of  such  bakeries.  In  1897,  152 
such  shops  were  inspected;  and  in  1904  there  were  still 
150. 

In  the  percentage  of  the  bakeries  inspected  in  which 
changes  were  ordered  there  has  been  a  gradual  decline. 
In  1897  changes  were  ordered  in  47  per  cent,  of  the  shops 
inspected,  while  in  1905  changes  were  ordered  in  only 
23  per  cent,  of  the  shops  inspected.  In  other  words,  in 
1897  only  53  per  cent,  of  the  shops  were  found  to  be  in 
good  condition,  while  in  1905  yy  per  cent,  were  in  good 
condition.  To  appreciate  properly  the  great  change  that 
has  taken  place  in  the  condition  of  the  bakeries  one  must 
consider  the  rapid  decrease  in  the  percentage  of  shops  in 
which  orders  were  given  in  connection  with  the  higher 
standards  set  by  the  new  laws.  For  example,  in  1905  one- 
half  of  the  orders  were  for  changes  (such  as  whitewish- 
ing  the  walls)  that  were  not  required  under  the  law  of 
1897.  That  is,  according  to  the  standards  of  1897,  88 
per  cent,  of  the  bakeries  were  in  good  condition  in  1905, 
as  compared  with  53  per  cent,  in  the  former  year. 

The  conditions  in  the  bakeshops  in  Connecticut  to-day, 
on  the  whole,  are  good.  However,  as  some  cooks  still 
have  dirty  kitchens,  so  some  bakers  still  have  dirty  shops. 
The  worst  conditions  are  still  found  in  the  cellar  shops. 
Under  the  present  law  the  number  of  such  shops  is  de- 
creasing very  slowly.  It  might  be  well  to  enact  a  law 
providing  that  all  such  shops  should  be  closed  at  the  end 
of  ten  years,  or  even  sooner.  The  shops  are  inspected 
twice  a  year. 
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IV.   Enforcement  and  Effects  of  the  Factory 
Inspection  Laws. 

The  foregoing  discussions  have  shown  that  in  many 
respects  the  factory  acts  have  always  been  inadequate 
properly  to  deal  with  existing  conditions  in  the  factories. 
Nearly  all  of  the  laws  were  delayed  until  long  after  they 
were  needed,  and,  when  passed,  often  they  were  lacking 
in  definiteness.  Several  of  them  did  not  provide  properly 
for  their  enforcement  by  giving  the  inspector  sufficient 
enforcing  power.  On  many  points  where  legislation  was 
needed  no  law  was  enacted. 

All  the  factories  of  the  State  were  not  inspected  each 
year  until  about  1896.  The  first  inspector,  in  his  report 
for  1888  (p.  6),  says: 

"The  appointment  of  a  deputy  was  left  to  the  judgment 
of  the  Inspector.  None  has  been  appointed,  the  fifteen 
hundred  dollars  appropriated  for  the  purpose  has  not 
been  drawn  from  the  state  treasury." 

Whether  this  failure  to  appoint  a  deputy  was  due  to  a 
desire  to  please  the  class  that  had  held  that  an  inspection 
department  would  be  a  needless  drain  on  the  treasury  of 
the  State,  by  leaving  the  fifteen  hundred  dollars  in  the 
treasury,  is  not  known;  certain  it  is  that  there  was  suffi- 
cient work  to  keep  two  inspectors  busy.  In  1890  the 
inspector  says  '?^ 

"It  is  impossible  for  one  inspector  to  make  an  annual 
examination  of  all  the  buildings  and  places  where  ma- 
chinery is  in  use.  .  .  .  Within  a  period  of  seventeen 
months,  I  have  inspected  744  manufactories. 
There  are  still  many  factories  which  have  not  been  visited 
but  they  will  be  reached  as  rapidly  as  possible  during  the 
coming  months." 

The  report  for  1895  (p.  6)  says: 

"The  state  of  Connecticut,  though  small  in  area,  con- 
tains  1 80 1   factories  and  workshops  in  which  over  five 

"Report,  p.  10. 
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persons  are  employed,  and  in  which  power  is  used.  It  has 
Seen  impossible  to  inspect  them  all  in  any  one  year," 

During  the  year  in  which  the  above  statement  was  made 
only  1 09 1  factories  were  inspected  in  the  ten  months  cov- 
ered by  the  report,  and  never  before  1902  were  as  many 
as  1 80 1  factories  inspected  in  one  year. 

The  following  table  shows  the  number  of  factories  in- 
spected each  year,  the  number  of  these  that  were  in  good 
condition,  the  number  in  which  changes  were  ordered, 
the  number  of  orders  given,  and  the  number  of  operatives 
in  the  places  inspected : 

FACTORY  INSPECTION  IN  CONNECTICUT— 1887-1905" 


No.  of 

No.  in 

No.  in 

No.  of 

No.    of 

Year 

Factories 

Good 

which  Changes 

Orders 

Operatives 
in  Places 
Inspected 

Inspected 

Condition 

were  Ordered 

Given 

1887    (6  mos.) 

250 

164 

86 

i888»* 

1889   (5   mos.) 

255 

128 

127 

206 

42,098 

1890 

489 

197 

292 

710 

63,141 

1891 

435 

193 

242 

579 

55,922 

i8q2 

414 

221 

193 

482 

51,996 

1893 

476 

220 

256 

566 

68,098 

1894 

1,154 

379 

775 

1,789 

93,428 

1895  (10  mos.) 

1,091 

600 

491 

918 

93,467 

1896 

1,461 

1,002 

459 

769 

135,909 

1897 

1,426 

1,094 

332 

463 

131,700 

1898 

1,425 

1,223 

202 

270 

132,180 

1899 

1,466 

1,227 

239 

328 

151. 125 

1900 

1,485 

1,125 

360 

489 

152,409 

1901 

1,313 

1,066 

247 

329 

124,744 

1902 

i,8or 

1,448 

353 

468 

187,854 

1903 

1,690 

1,427 

263 

358 

187,585 

1904 

1,916 

1,572 

344 

447 

193,025 

1905 

1,912 

1,653 

259 

346 

196,499 

The  above  table,  in  addition  to  showing  that  for  the 
first  nine  years  after  the  establishment  of  an  inspection 

^*  Part  of  the  material  for  this  table  was  found  in  the  reports  of  the  fact 
ory  inspector,  1887-1905;  for  the  balance  I  am  indebted  to  the  factory 
inspector. 

''  The  figures  for  1888  are  not  given  in  such  a  form  that  they  can  be  in- 
cluded in  the  table.  In  sixteen  months  in  1887  and  1888,  1,973  mills  were 
inspected  and  813  changes  were  ordered.  Report  Conn.  Factory  Inspector, 
1888,  p.  14. 
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department  only  a  part  of  the  factories  were  inspected, 
shows  that  the  proportion  of  factories  found  in  good 
condition  has  increased  gradually  from  fifty  per  cent,  in 
1888  to  eighty-six  per  cent,  in  1905 — and  this  notwith- 
standing the  fact  that  the  standards  have  been  raised 
materially  since  1888  by  the  enactment  of  a  number  of 
new  laws.  The  large  proportion  of  the  factories  in  which 
changes  were  ordered  in  1894  is  very  likely  due  to  the 
passage  of  new  laws  in  1893.  The  relative  number  of 
orders  given  has  likewise  declined  gradually.  The  num- 
ber of  operatives  employed  in  the  places  inspected  is  the 
number  of  persons  directly  protected  and  benefited  by  the 
factory  laws  and  their  enforcement.  This  number  has 
increased  very  rapidly. 

During  the  first  years  after  the  establishment  of  the 
department,  the  factory  inspection  laws  were  not  rigidly 
enforced.  This  was  due  partly  to  the  desire,  on  the  part 
of  the  inspector,  to  overcome  the  existing  opposition  to 
the  bureau,  and  partly  to  the  inability  of  one  man  to 
cover  the  field.  The  thoroughness  and  efficiency  of  the 
inspection  has  been  improving  gradually.  At  present  there 
are  three  deputy  inspectors,  in  addition  to  the  chief  in- 
spector.'^^  Although  the  inspection  of  bakeshops  and  ele- 
vators, and  the  changes  required  by  new  laws,  have  in- 
creased  vastly  the  work   of  the  department,   the   four 

^  In  1907,  mainly  through  the  efforts  of  the  women's  clubs  of  the 
State,  a  law  (ch.  241)  was  passed  which  provides  that  "The  factory 
inspector  shall  .  .  .  appoint  ...  on  the  recommendation  of  an 
advisory  commission  of  three  women  appointed  by  the  governor 
.  .  .  a  female  deputy  inspector  ..."  who  "shall  inquire  into 
the  enforcement  of  the  laws  regulating  the  employment  of  women 
and  girls  in  any  manufacturing,  mechanical,  or  mercantile  establish- 
ment, investigate  the  conditions  relating  to  the  health  and  welfare  of 
women  and  girls  employed  in  such  establishments,  and  report  thereon 
to  the  factory  inspector;  provided,  however,  that  she  shall  have  no 
power  or  authority  over  and  no  duty  concerning  any  machinery, 
appliances,  or  fixtures  except  sanitary  fixtures." 
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inspectors  are  able  to  cover  the  field  fairly  well.  They 
inspect  all  manufactories  employing  over  five  persons  and 
using  power.  Their  custom  is  to  inspect  elevators  three 
times,  bakeshops  twice,  and  factories  once  a  year.  The 
inspection,  on  the  whole,  is  fairly  efficient  and  careful,  but 
there  are  some  factories  in  the  State  that  are  not  up  to  the 
standards  set  by  the  law,  nor  to  the  standards  to  which 
the  best  factories  in  the  same  line  of  industry  conform. 
There  is  room  for  a  more  rigid  inspection  and  a  more 
careful  enforcement  of  the  law  in  these  factories. 

According  to  the  reports  of  the  factory  inspector,  the 
manufacturers  of  the  State,  with  a  few  exceptions,  al- 
ways have  been  in  hearty  sympathy  with  the  work  of  the 
department.  For  the  first  few  years,  particularly,  these 
statements  were  doubtless  over-optimistic.  The  manu- 
facturers opposed  strongly  the  passage  of  the  law,  and 
the  writer  has  been  informed  that  during  the  first  few 
years  some  of  them  opposed,  rather  than  encouraged,  the 
inspector  in  his  work.  They  have  now  become  accus- 
tomed to  the  law  and  its  enforcement,  and  have  overcome 
their  first  prejudice  and  fear  against  it ;  yet  it  is  the  fac- 
tory operatives,  and  not  the  factory  owners,  who  insist 
most  strongly  on  the  careful  enforcement  of  the  factory 
inspection  laws. 

The  factory  legislation  of  Connecticut  is  inadequate. 
It  is  far  less  complete  than  is  the  factory  legislation  of 
New  York  or  Massachusetts,  There  are  no  laws  pro- 
viding that  stairs  shall  be  screened,  or  that  doors  shall 
open  outwardly,  or  that  automatic  belt  shifters  shall  be 
provided,  or  that  separate  water  closets  shall  be  provided 
for  the  different  sexes,  or  that  dressing  rooms  shall  be 
provided  where  needed.  There  are  no  provisions  against 
overcrowding,  or  against  children  being  permitted  to 
operate  dangerous  machinery,  or  against  women  or  chil- 
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dren  being  employed  at  night.  Every  factory  inspector 
has  urged  the  passage  of  a  law  requiring  that  accidents 
be  reported  to  the  factory  inspection  department,  and 
numerous  bills  to  this  effect  have  been  before  the  legisla- 
ture, but  none  of  them  has  passed.  The  employers  have 
opposed  such  a  law  for  fear  that  it  would  place  them  at  a 
disadvantage  in  damage  suits  for  injury  to  their  em- 
ployees. Too  often  they  have  sought  to  keep  accidents 
quiet.  This  is  a  short-sighted  policy.  Were  every  serious 
accident,  with  its  cause,  carefully  reported  to  the  factory 
inspector,  he  would  thereby  be  aided  in  devising  ways 
and  means  to  prevent  further  accidents  from  the  same 
piece  of  machinery  or  from  similar  machinery  in  other 
factories.  Thus  by  the  prompt  and  careful  reporting  of 
present  accidents  the  number  and  possibility  of  accidents 
in  the  future  would  be  greatly  diminished.  There  would 
be  fewer  damage  suits  and  both  employers  and  employees 
would  be  gainers. 


CHAPTER  XII. 

THE    CONNECTICUT    BUREAU    OF    LABOR    STATISTICS. 

The  first  bill  for  a  law  establishing  a  Bureau  of  Labor 
Statistics  was  introduced  in  the  legislature  of  1873. 
There  was  no  active  opposition  to  the  bill.  The  people 
generally  were  in  favor  of  the  establishment  of  such  a 
bureau/  and  the  measure  was  said  to  have  the  endorse- 
ment of  leading  men  in  both  the  political  parties  of  the 
State.2  However,  there  was  some  fear  of  the  powers  the 
proposed  law  would  give  the  Commissioner  of  the  Bu- 
reau to  send  for  persons  and  papers  and  subpoena  wit- 
nesses, and  in  the  House  a  motion  to  amend  the  bill  by 
striking  out  this  part  was  carried.^  But  the  bill,  as  finally 
passed,  gave  the  Commissioner  these  powers.  The  debate 
on  the  bill  was  short  and  the  subject  did  not  create  much 
interest  or  call  forth  much  comment  from  the  newspapers. 
The  law  evidently  was  not  considered  a  very  important 
one.    It  provides  (1873,  ch.  82)  : 

"That  the  governor  of  the  state  biennially  shall  appoint 
a  chief  and  a  deputy,  who  together  shall  constitute  a 
bureau  of  labor  statistics. 

The  duties  of  the  bureau  shall  be  to  collect  statistics 
relating  to  labor  in  the  state,  and  to  report  them,  annually, 
to  the  legislature. 

"The  said  bureau  shall  have  power  to  send  for  persons 
and  papers,  to  examine  witnesses  under  oath,  to  take  de- 
positions, and  cause  them  to  be  taken  by  others  by  law 
authorized   to   take   depositions;   and   said   bureau   may 

'  Report  Conn.  Bureau  of  Labor  Statistics,  1889,  p.  24. 
''New  Haven  Register,  July  11,  1873. 
'  Ibid. 
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depute  any  indifferent  person  to  serve  subpoenas  upon 
witnesses,  who  may  be  paid  the  same  fees  as  witnesses 
before  the  superior  court." 

The  salary  of  the  chief  shall  be  eighteen  hundred  dol- 
lars per  year,  and  of  the  deputy  twelve  hundred  dollars 
per  year,  and  one  thousand  dollars  per  year  shall  be  al- 
lowed for  office  rent,  office  fixtures,  blank  books,  printing, 
stationery,  postage,  expenses  of  witnesses,  depositions, 
and  traveling  expenses. 

This  law,  practically,  was  very  weak.  It  gave  the 
Commissioner  of  the  Bureau  authority  to  do  many  things, 
and  then  by  allowing  him  only  one  thousand  dollars  a 
year  for  rent,  office  expenses,  expenses  and  fees  of  wit- 
nesses, depositions  and  traveling  expenses,  made  it  im- 
possible for  him  to  carry  on  any  thorough  investigations. 
During  the  first  year,  1874,  the  one  clerk  of  the  Bureau 
was  paid  by  the  chief  at  his  own  expense,  the  State  re- 
ceiving his  clerical  services  gratuitously.  During  the  two 
years  of  its  existence  the  Bureau,  because  of  a  lack  of 
funds,  could  only  send  out  circulars  and  base  its  reports 
on  the  scattered  and  voluntary  answers  received.  Some- 
times the  persons  to  whom  these  circulars  were  sent 
looked  upon  the  inquiries  of  the  Bureau  into  the  details 
of  their  business  as  an  invasion  of  their  private  rights  and 
did  not  welcome  the  interrogations."*  The  reports  were, 
admittedly,  incomplete  and  unsatisfactory.  The  report 
of  1874  contained  208  pages  and  dealt  in  a  cursory  man- 
ner with  most  of  the  questions  that  affect  the  laboring 
people.  Hours  of  labor,  child  labor,  agriculture,  cost  of 
living,  manufacturing  industries,  commerce  and  transpor- 
tation, and  miscellaneous  were  the  principal  subjects 
treated.  The  report  of  1875  contained  151  pages.  The 
chief  subjects  treated  were  the  employment  and  education 
of  children,  general  condition  of  the  working  people, 
hours  of  labor,  agricultural  returns,  manufacturing  in- 

*  Report  Conn.  Bureau  Labor  Statistics,  1874,  pp.  10  and  11. 
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dustries  and  the  sanitary  and  vital  statistics  in  them,  cost 
of  living,  and  strikes.  The  treatment  of  these  subjects 
was  inadequate  as  the  statistics  were  based  upon  insujffi- 
cient  data. 

In  the  two  years  of  its  existence  the  Bureau  had  not 
given  satisfaction  and  in  1875  (ch.  89)  it  was  abolished. 
What  part  politics  and  prejudice  had  in  causing  it  to  be 
abolished  the  writer  has  been  unable  to  learn,  but  they 
seem  to  have  had  their  influence.^ 

In  1883  there  was  another  attempt  to  pass  a  law  estab- 
lishing a  Bureau  of  Labor  Statistics,  but  the  bill  (H.  B. 
289)  was  unfavorably  reported  and  was  rejected  by  both 
houses.  In  1885  the  effort  to  secure  such  a  law  was 
renewed  by  the  laboring  classes,  the  Knights  of  Labor 
taking  a  prominent  part  in  the  movement.  The  bill  intro- 
duced this  year  (H.  B.  117)  made  it  the  duty  of  the  com- 
missioner to  collect  information  concerning  labor,  wages, 
savings,  the  age,  sex  and  nationality  of  the  laborers,  acci- 
dents, sanitary  conditions,  rents,  cost  of  living,  manufac- 
turing, etc.,  and  gave  him  authority  to  examine  witnesses 
and  to  enforce  their  attendance.  The  committee  on  judi- 
ciary, to  which  the  bill  was  referred,  recommended  its 
rejection  and  the  passage  of  a  substitute.  The  House 
passed  the  substitute,  but  the  Senate  rejected  it  and  asked 
for  a  conference.  The  committee  on  conference  reported 
an  amendment.  This  amendment  was  to  strike  out  the 
original  bill  and  to  insert  the  present  law.  The  amend- 
ment, with  a  few  changes,  was  passed  by  both  houses,  the 
vote  being  as  follows:  Number  voting,  132;  necessary 
for  adoption,  67;  voting  yes,  68;  voting  no,  64.  Thus 
the  amendment  was  carried  by  a  margin  of  only  one  vote. 
The  substitute  bill  was  then  passed  as  amended.^ 


'  See  New  Haven  Evening  Register,  April  23,  i{ 
'  Journal  of  the  House  of  Representatives,  1885. 
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The  bill  that  passed  was  a  compromise  measure.  The 
strength  of  the  original  bill  had  been  sacrificed  to  the 
demands  of  those  who  stood  for  personal  liberty  and 
against  State  inquisition  into  private  affairs.  The  amend- 
ment robbed  the  Commissioner  of  the  Bureau  of  the 
power,  given  him  by  the  original  bill,  to  examine  wit- 
nesses and  require  their  attendance  for  that  purpose.  The 
principal  provisions  of  the  law  (1885,  ch.  119)  are  as 
follows : 

There  shall  be  a  bureau  of  labor  statistics  to  be  under 
the  control  and  management  of  a  commissioner,  appointed 
by  the  governor  for  a  term  of  four  years.  His  salary 
shall  be  two  thousand  dollars  per  annum,  and  postage, 
stationery  and  office  expenses.  He  may  appoint  one 
clerk  of  the  bureau.  He  "shall  collect  information  upon 
the  subject  of  labor,  its  relation  to  capital,  the  hours  of 
labor  and  the  earnings  of  laboring  men  and  women,  and 
the  means  of  promoting  their  material,  social,  intellec- 
tual, and  moral  prosperity;  but  for  this  purpose  persons 
shall  not  be  required  to  leave  the  vicinity  of  their  resi- 
dences or  places  of  business." 

The  commissioner  shall  report  to  the  governor  an- 
nually, and  such  report  shall  be  printed  for  the  use  of 
the  general  assembly. 

This  law  gives  the  commissioner  no  authority.  He 
cannot  compel  the  attendance  of  witnesses  for  examina- 
tion, or  the  production  of  books  and  papers,  and  he  is 
given  no  authority  to  enter  their  places  of  business  to  seek 
the  information  at  first  hand.  On  this  point  Commis- 
sioner Hadley,  in  the  first  report  of  the  Bureau  in  1885 
(p.  no),  says: 

"Nor  was  it  the  intention  of  the  law  that  the  bulk  of 
information  should  be  collected  by  personal  inquiry.  It 
was  specially  provided  that  no  persons  should  be  required 
to  leave  their  residences  or  places  of  business  to  communi- 
cate with  the  Commissioner,  and  the  provision  for  travel- 
ing expenses  was  stricken  out  of  the  act, — thus  arranging 
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that  the  facts  should  not  come  to  the  commissioner,  and 
hinting  that  the  commissioner  should  not  go  to  the  facts." 

In  1886  (ch.  no)  the  commissioner  was  authorized 
to  "employ  from  time  to  time  special  agents  to  assist  him 
in  his  investigations."  In  1887  (ch.  92)  it  was  provided 
that  the  traveling  expenses  of  the  commissioner  should 
be  paid  by  the  State,  and  that  the  State  should  print 
annually  five  thousand  copies  of  the  report  of  the  bureau. 
A  law  of  1889  (ch.  177)  increased  the  salary  of  the 
commissioner  to  three  thousand  dollars  and  the  necessary 
office  expenses  of  the  bureau,  and  the  traveling  expenses 
of  the  commissioner  and  his  assistants.  In  1899  (^h. 
197),  however,  the  salary  of  the  commissioner  was  re- 
duced to  two  thousand  five  hundred  dollars.  (The  laws 
concerning  this  department  are  found  in  the  revision  of 
1902,  sections  4601-4607). 

The  work  of  the  Bureau  of  Labor  Statistics  has  been 
unsatisfactory.  Because  of  a  lack  of  authority  the  inves- 
tigations, necessarily,  have  been  imperfect.  They  have 
never  extended  to  all  the  industries  of  the  State,  and,  in 
the  industries  reached,  information  has  been  secured  only 
from  those  establishments  that  have  voluntarily  given  it. 
The  information  in  regard  to  the  conditions  of  the  labor- 
ing classes  often  has  been  secured  through  organized 
laborers.  The  statistics  compiled  from  this  information, 
therefore,  often  are  not  only  incomplete,  but  are  not  even 
accurately  representative.  When  used  they  must  always 
be  given  with  an  apology  and  an  explanation. 

The  manner  of  presenting  the  results  of  the  investiga- 
tions has  not  been  the  best.  Often,  in  the  reports,  long, 
voluminous,  and  detailed  tables  are  resorted  to.  No  stu- 
dent, much  less  a  manufacturer  or  a  working  man,  will 
wade  through  these  long  tables.  They  are  practically 
worthless  and  should  be  omitted ;  but,  unfortunately,  the 
present  tendency  is  in  the  opposite  direction.     Were  only 
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the  tables  which  show  the  final  results  of  any  particular 
statistical  investigation  included  it  would  be  sufficient, 
but  in  the  reports  of  the  last  few  years^  each  of  these  has 
been  preceded  by  from  forty  to  fifty  pages  of  detailed 
tables,  which  only  serve  to  "pad"  the  reports,  confuse 
the  reader,  increase  the  printing  bill,  and  show  that  much 
clerical  work  was  gone  through  to  arrive  at  the  results 
given  in  the  final  table. 

No  attempt  will  be  made  to  analyze  the  separate  re- 
ports. The  two  issued  by  the  first  bureau  already  have 
been  referred  to.  The  first  report  of  the  present  bureau, 
that  of  1885,  is  similar  to  them  in  that  it  is  based  on  the 
returns  from  a  comparatively  small  number  of  circulars. 
It  deals  briefly  with  most  of  the  problems  that  affected 
the  conditions  of  the  laboring  classes  at  the  time.  This 
report  was  intended  to  give  only  a  general  survey  of  the 
field  and  to  be  introductory  to  the  future  work  of  the 
bureau.  As  such  it  is  as  satisfactory  as  could  be  ex- 
pected with  the  time,  means,  and  authority  given  the  com- 
missioner. The  report  of  1886  was  devoted  mainly  to 
an  investigation  of  the  hours  of  labor  and  the  payment 
of  wages.  This  report  and  the  report  of  1885  by  the 
same  commissioner^  are  unequalled  by  any  of  the  later 
reports  for  clear  economic  reasoning  upon  the  subjects 
discussed. 

The  reports  of  the  bureau  from  1887  to  1891  deal  with 
such  subjects  as  labor  organizations,  strikes  and  lock- 
outs, manufactures,  wages,  agriculture,  the  secret  ballot, 
hours  of  labor,  child  labor,  the  fisheries  industry,  street 
railways,  and  the  adjustment  of  labor  disputes.  Since 
1 89 1  the  subjects  that  have  occupied  the  chief  attention 
of  the  bureau  are  manufactures  and  labor  organizations. 


'  The  Report   for   1905  was  not  published   when  the   above  was 
written. 

'  Arthur  T.  Hadley,  now  President  of  Yale  University. 
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Other  subjects  that  are  discussed  in  these  reports  are 
hours  of  labor,  child  labor,  industrial  education,  building 
and  loan  associations,  strikes  and  lockouts,  poor  relief, 
taxation,  municipal  ownership,  and  free  public  employ- 
ment bureaus. 

The  range  of  subjects  treated  has  been  broad  enough ; 
but  the  treatment  given  such  subjects  as  taxation,  and 
municipal  ownership  was  not  such  as  to  have  been  of 
general  interest  to  workingmen,  and  probably  a  different 
treatment  would  have  been  more  satisfactory  and  attrac- 
tive to  employers,  students,  and  legislators.  We  need  but 
mention  the  fact  that  in  the  report  of  1891,  1,439  pages 
were  devoted  to  the  subject  of  "Fraternal  Mutual  Benefit 
Societies." 

It  is  doubtful  whether  the  reports  of  the  bureau  ever 
have  been  read  extensively  by  the  laboring  classes  and 
their  employers,  and  it  is  most  probable  that  they  have 
not  been  read  by  a  large  number  of  others.  At  present 
several  thousand  copies  of  the  report  are  distributed  in 
the  State  annually,  but  as  the  circulation  is  in  a  way  a 
forced  one  it  is  difficult  to  determine  how  much  of  a  real 
demand  there  is  for  them.  The  present  method  of  dis- 
tributing the  reports  is  to  send  a  large  number  of  them  to 
an  agent  in  each  town  for  distribution,  and  cards  of  which 
the  following  is  a  copy,  to  citizens  of  the  town : 

Bureau  of  Labor  Statistics. 
Hartford. 
Dear  Sir : — 

A  copy  of  the  report  of  this  Bureau  will  be  delivered  to 

you  through  the  kindness  of  Mr 

of  your  town.    Please  call  upon  him  for  it. 


Commissioner. 

The  bureau  has  done  its  best  work  in  a  few  special 
investigations — such  as  those  of  hours  of  labor,  payment 
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of  wages,  bakeries,  and  child  labor — and  in  its  efforts  to 
protect  alien  laborers,  and  its  management  of  the  free 
public  employment  bureaus.  The  bureau  has  cost  the 
State  over  seven  thousand  dollars  a  year  since  its  es- 
tablishment. It  has  never  given  full  satisfaction  and 
in  1899  there  was  a  bill  introduced  in  the  legislature 
(H.  B.  600)  to  abolish  it.  This  bill  was  drafted  by  a 
committee  appointed  by  the  General  Assembly  in  1897 
to  investigate  the  receipts  and  expenditures  of  the  State. 
It  was  opposed  strongly  by  the  labor  organizations. 
They  presented  ''eighty-seven  petitions,  from  as  many 
labor  organizations,"  in  support  of  the  bureau,  and  their 
leading  men  appeared  in  opposition  to  the  bill.^  It  was 
rejected  by  both  houses. 

While  the  Bureau  of  Labor  Statistics  exerted  a  strong 
influence  in  securing  the  passage  of  such  labor  measures 
as  the  law  increasing  the  age  limit  for  child  labor,  the 
laws  for  the  protection  of  alien  and  contract  laborers,  the 
law  establishing  free  public  employment  bureaus,  and  the 
law  providing  for  the  inspection  of  bakeries ;  and  while, 
doubtless,  it  has  exerted  a  general  influence  that  has  been 
beneficial  to  the  laboring  classes ;  it  has  not  accomplished 
what  a  properly  constituted  bureau  with  sufficient  legal 
powers  could  have  accomplished ;  and,  as  we  have  seen, 
it  actually  opposed  two  labor  measures  which  have  been 
among  the  most  beneficial  to  the  laboring  classes  of  any 
that  have  been  passed, — the  weekly  payment  law,  and  the 
law  providing  for  the  inspection  of  factories. 


"Report  Annual  Convention  Connecticut  Branch  American  Fed- 
eration of  Labor,  1899. 


CHAPTER  XIII. 

SUMMARY   AND   CONCLUSION. 

In  the  previous  chapters  we  have  been  tracing  the 
history  of  the  separate  laws  in  detail.  May  we  not,  from 
our  present  vantage  point,  look  back  over  this  mass  of 
legislation  and,  unhampered  by  particular  laws  or  sub- 
jects, discover  in  it  some  general  characteristics  and 
some  general  movements  and  tendencies?  This  will  be 
the  purpose  of  this  chapter. 

Labor  legislation  in  Connecticut  was  long  delayed. 
Many  of  the  old  laws  of  the  colonial  period  extended  far 
over  into  the  industrial  period — some  of  them,  as  the 
laws  concerning  slavery,  even  to  the  revision  of  1866. 
The  development  of  labor  legislation  was  not  so  rapid 
as  the  development  of  the  new  industrial  system.  The 
people  clung  to  their  old  laws  long  after  they  had  adopted 
a  new  system  of  production.  The  commercial  and  eco- 
nomic instincts  of  the  Connecticut  Yankee  led  him  to 
make  the  latter  change,  his  boasted  conservatism  pre- 
vented his  making  the  former  one.  Hence,  in  most  cases, 
the  legislation  was  wholly  inadequate  to  meet  the  new 
conditions.  On  the  whole,  labor  legislation  in  Connec- 
ticut has  been  ten  years  behind  similar  legislation  in  New 
York  and  Massachusetts.  In  many  points,  as  in  the  fac- 
tory acts  and  in  the  employer's  liability  act,  the  legislation 
is  still  insufficient  in  amount.  In  other  points  the  multi- 
plicity of  the  laws  and  their  frequent  change  have  been 
detrimental. 

Often  the  laws  were  passed  at  random.     Sometimes 
they  were  copied  in  toto  from  the  statutes  of  other  States. 
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Seldom  was  there  a  thorough  acquaintance  with  the  con- 
ditions and  needs  to  be  met  in  Connecticut.  This  "cut 
and  try"  method  of  legislation  has  necessitated  numerous 
and  frequent  amendments.  Many  of  the  laws,  especially 
the  early  ones,  were  weakly  and  loosely  constructed. 
Often  no  provision  was  made  for  their  enforcement.  In 
other  cases  the  enforcing  power  was  delegated  to  several 
local  officers  and  was  not  exercised  by  any  of  them.  The 
plan  of  depending  on  the  local  officers  to  enforce  the  laws 
is  an  old  one  of  the  colonial  period.  It  is  not  in  keeping 
with  the  present  industrial  development,  and,  in  general, 
it  has  resulted  in  the  laws  being  unenforced.  There  is 
still  too  great  a  distribution  of  powers  and  responsibili- 
ties. Too  often,  even  at  present,  one  officer  investigates 
conditions,  while  to  another  is  given  the  power  to  enforce 
the  law  in  the  premises. 

How  came  these  laws  to  be  enacted  ?  Was  their  enact- 
ment due  to  any  organized  efforts  or  movement  ?  Before 
the  "sixties"  the  forces  that  secured  the  enactment  of  the 
labor  laws  are  hard  to  trace.  There  was  little  organized 
effort  to  secure  labor  legislation.  Such  legislation  was 
small  in  amount  and  usually,  it  seems,  was  not  due  to  a 
conscious  effort  by  any  party  or  organization.  In  the 
latter  part  of  the  "sixties,"  however,  the  labor  organiza- 
tions began  to  participate  in  the  politics  of  the  State,  and, 
in  1867,  assisted  in  the  election  of  governor.  "The  al- 
most entire  Trades  Unionist  element  took  part  in  this 
movement  through  their  membership  in  either  the  Eight 
Hour  League,  or  the  Labor  League  or  Union."  "Their 
campaigns  were  conducted  under  an  eight  hour  issue. 
They  were  promised,  if  successful,  an  eight  hour  law. 
The  dominant  party  did  give  them  an  eight  hour  law, 
but  spoiled  it  for  the  laborers  by  adding  a  rider  that  it 
should  not  be  obligatory  if  there  was  an  agreement  other- 
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wise."^  There  was  little  further  organized  effort  to 
secure  labor  legislation  until  the  Knights  of  Labor  en- 
tered the  field. 

The  Knights  of  Labor  became  prominent  in  legislative 
matters  in  1885.  "The  legislature,  1885-86,  had,  within 
its  membership,  no  less  than  thirty-seven  who  were  mem- 
bers of  the  Knights  of  Labor."^  From  that  time  to  the 
present  there  has  been  an  organized  effort  by  the  labor 
unions  to  secure  the  enactment  of  labor  laws,  and  during 
this  period  our  most  important  labor  laws  have  been 
passed.  The  Knights  of  Labor  were  prominent  in  legis- 
lative matters  from  1885  to  1889.  During  the  legisla- 
tures of  1886  and  1887  they  exerted  a  strong  influence. 
They  were  increasing  in  numbers  very  rapidly,  and  their 
numbers  in  the  State  were  greatly  overestimated.  Rep- 
resentative T.  H.  Kehoe,  of  the  Legislature  of  1886,  and 
from  1885  to  1 89 1  Master  Workman  of  the  Knights  of 
Labor  for  most  of  the  State,  gives  it  as  his  opinion  that 
in  1886  there  were  not  at  any  time  over  8,000  good,  stable 
members  in  their  organization.  Yet,  at  the  time,  they 
were  estimated  to  have  as  many  as  60,000  members  in 
the  State — 40,000  of  them  voters.^ 

In  the  legislature  of  1886  the  Knights  of  Labor  intro- 
duced several  labor  bills.  Some  of  these  passed  the 
House  successfully  but  were  defeated  in  the  Senate.  Only 
a  few  of  them  became  laws.  The  following  summer  the 
Knights  of  Labor  carried  on  an  active  agitation  for  the 
passage  of  these  laws.  Both  the  Democratic  and  Repub- 
lican parties  became  afraid  of  their  growing  political 
power  and  began  bidding  for  the  labor  vote.  In  the  New 
Haven  Evening  Register  of  July  29,  1886,  we  find  the 
following : 


^  Conn.  Bureau  Labor  Statistics,  1902,  pp.  332,  347. 

^  Ibid.,  1902,  p.  346. 

*  New  Haven  Evening  Register,  July  24,  1886,  p.  i. 
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"No  doubt  the  Knights  of  Labor  are  doing  a  good 
work  for  their  own  advancement.  They  have  forced  both 
parties  to  recognize  their  demands,  which  have  not  been 
unjust.  If  they  intend  to  control  legislative  ofifices  they 
will  probably  succeed,  for  they  will  hold  the  balance  of 
power  in  the  next  house."'* 

The  Knights  of  Labor  took  advantage  of  this  fear  of 
their  political  strength  and  made  their  demands  on  both 
the  political  parties.  These  demands  were  for  labor  leg- 
islation. The  Democratic  platform  of  1886  seems  to 
have  been  framed  especially  to  catch  the  labor  vote.  It 
contained  the  following  assertions  and  pledges : 

"We  .  .  .  approve  of  laws  that  shall  absolutely 
protect  voters  from  intimidation  and  corruption  by  the 
knowledge  of  a  secret  ballot." 

.  .  .  "The  Democratic  party  denounces  all  that  tends 
to  degrade  the  laborer.  .  .  .  It  is  pledged  to  all  meas- 
ures that  are  calculated  to  elevate,  educate  and  improve 
his  condition,  and  we  hereby  endorse  the  position  taken 
by  the  representatives  in  the  last  legislature  who  upheld 
the  ten-hour  law,  weekly  payments,  the  restriction  of 
child  labor,  and  an  absolutely  secret  ballot.  To  the  pas- 
sage of  these  measures  the  Democratic  party  stands  com- 
mitted. And  we  believe  in  giving  to  the  true  friends  of 
labor  the  enforcement  of  all  measures  designed  to  benefit 
the  wage  earners."^ 

Representative  Kehoe,  of  the  legislature  of  1886,  and 
Master  Workman  of  the  Knights  of  Labor  for  most  of 
the  State  from  1 885-1 891,  says  that  the  Knights  of 
Labor  secured  the  introduction  of  these  labor  planks  in 
the  Democratic  platform  of  1886,  and  then,  in  the  legis- 
lature of  1887,  by  holding  the  Democratic  members  to 
these  pledges,  secured  the  labor  legislation  of  that  year. 
However  this  may  be,  it  is  certain  that  the  labor  laws  of 

*  James  P.  Pigott.  See  also  New  Haven  Evening  Register,  1886, 
Sept.  18,  20,  21,  and  Oct.  5,  11  and  12. 

"  Democratic  Platform,  adopted  at  Convention  in  Hartford,  Sept. 
28,  1886. — New  Haven  Evening  Register,  Sept.  28,  1886. 
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1886  and  1887  were  secured  very  largely  through  the 
efforts  of  the  Knights  of  Labor. 

The  labor  laws  secured  mainly  through  the  influence  of 
the  Knights  of  Labor  were  the  law  of  1885,  re-establish- 
ing the  Bureau  of  Labor  Statistics,  the  child  labor  law 
of  1886,  the  law  of  1886  prohibiting  the  discounting  of 
wages  for  payment  before  the  regular  pay  day,  the  fac- 
tory inspection  act  of  1887,  the  act  of  1887  limiting  the 
hours  of  labor  of  women  and  minors  to  ten  a  day  and 
sixty  a  week,  and  the  weekly  payment  law  of  1887. 

Beginning  with  the  year  1888  the  Connecticut  Branch 
of  the  American  Federation  of  Labor  has  had  a  "legisla- 
tive committee"  at  every  session  of  the  General  Assem- 
bly working  for  the  passage  of  labor  measures.*^  They 
have  introduced  a  large  number  of  bills,  and  they  and 
other  representatives  of  organized  labor  have  appeared 
before  the  Committee  on  Labor  in  support  of  these  and 
other  labor  measures.  The  principal  laws  secured  through 
their  efforts  are,  the  union  label  law  of  1893,  the  law  of 
1895  prohibiting  the  employment  of  any  prisoner  in  the 
State  in  the  manufacture  of  food,  medicine,  cigars  or 
tobacco,  etc.,  the  act  of  1895  establishing  a  State  board 
of  mediation  and  arbitration,  the  act  of  1895  securing 
employees  in  their  right  to  join  labor  unions,  the  act  of 
1897  providing  for  the  inspection  of  bakeries,  the  act  of 
1897  prohibiting  the  blacklisting  of  employees  by  their 
employers,  the  employer's  liability  act  of  1901,  the  bar- 
ber's license  law  of  1901,  and  the  law  of  1905  providing 


'  "The  'workingmen'  of  Connecticut  appear  at  every  session  of  our 
General  Assembly,  advocating  the  passage  of  laws  which  they  assert 
are  for  the  betterment  of  their  condition.  The  laws  which  have 
already  been  passed,  such  as  those  providing  for  factory  inspection, 
clean  bake-shops,  limitation  of  the  hours  of  labor,  and  weekly  pay- 
ment of  wages,  are  the  result  of  concerted  movement  by  the  organ- 
ized labor  of  the  State." — Report  of  Connecticut  Bureau  of  Labor 
Statistics,  1898,  p.  103. 
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for  toilet  rooms  in  foundries.  Largely  to  their  efforts, 
also,  were  due  the  passage  of  the  act  of  1895  raising  the 
minimum  age  for  child  labor  to  fourteen  years,  and  the 
act  of  1 901  establishing  free  public  employment  bureaus. 

Thus,  since  1885,  organized  labor  has  been  the  chief 
factor  in  securing  labor  legislation,  either  by  direct  legis- 
lative campaigns  or  by  agitation  outside  the  legislature, 
or  by  both.  It  is  safe  to  say  that  without  the  influence 
exerted  by  organized  labor,  few  of  the  labor  laws  would 
have  been  passed  when  they  were,  and,  probably,  many 
of  them  never  would  have  been  passed.  But  in  securing 
this  legislation  the  labor  unions  have  not  always  pursued 
a  broad-minded  policy.  In  their  eagerness  to  better  the 
welfare  of  their  own  members,  too  often  they  have  lost 
sight  of  the  general  public  welfare.  The  bills  they  have 
advocated  often  have  been  radical  class  measures.  As  a 
result  many  of  them  have  failed  entirely,  while  others, 
as  the  act  of  1897  providing  for  the  inspection  of  bakeries 
and  containing  a  provision  for  a  ten-hour  day  with  six 
work  days  a  week,  have  been  shorn  of  their  objectionable 
class  features  before  being  allowed  to  pass.  A  few  of 
these  class  measures,  as  the  act  of  1895  prohibiting  the 
manufacture  of  food,  medicine,  cigars,  tobacco,  etc.,  in 
the  prisons  of  the  State,  and  the  barber's  license  law  of 
1 90 1  have  slipped  through  the  legislature  under  the  guise 
of  public  health  ordinances.  This  narrowminded  policy 
has  been  of  doubtful  advantage  to  organized  labor.  Dur- 
ing the  last  few  years  the  labor  organizations  have  not 
secured  the  passage  of  so  many  laws  or  exerted  so  strong 
an  influence  on  legislation  as  they  did  in  the  "eighties." 
However,  this  has  been  due  very  largely  to  the  fact  that 
now  there  is  no  such  crying  need  for  legislation  as  then. 

In  their  agitation  for  labor  legislation  the  labor  organ- 
izations often  have  been  opposed  by  the  employers  and 
irheir  associations.     The  employers  have  defeated  many 
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measures  advocated  by  the  labor  organizations  and  in 
numerous  other  cases,  as  in  the  act  creating  a  bureau  of 
labor  statistics,  the  employer's  liability  act,  and  the  law 
against  blacklisting  of  employees,  they  have  succeeded  in 
robbing  the  measures  of  much  of  their  strength  before 
they  have  been  passed. 

What  has  been  the  effect  of  this  labor  legislation  upon 
the  condition  of  the  working  people?  The  early  laws 
usually  were  not  enforced  and  their  results  were  small. 
The  same  is  true  of  some  of  the  later  laws.  Many  of  the 
later  labor  laws  were  passed  after  the  movement  for  a 
change  had  begun,  and  their  influence  on  that  movement 
cannot  be  determined.  In  other  cases,  as  in  the  child 
labor  and  weekly  payment  laws  of  1886,  the  factory 
inspection  laws  of  1887  and  later  years,  and  the  bakeshop 
law  of  1897,  the  good  effects  of  the  laws  stand  out  clearly. 
On  the  whole,  the  laws  have  been  of  great  benefit  to  the 
laboring  classes  and  have  improved  their  condition  and 
the  conditions  under  which  they  work  very  materially. 

At  present  there  is  need  for  legislation  upon  some  neg- 
lected subjects,  but  there  is  an  even  greater  need  for  a 
careful  revision  of  existing  laws  and  their  careful  en- 
forcement. 


APPENDIX. 


INDEX   TO   THE   LABOR   LAWS   OF   CONNECTICUT. 

The  following  is  an  index  to  the  laws  discussed  in  the  different 
chapters  of  this  thesis : 

Chapter  I. 
Child  Labor. — Code  of  1650;  1715;  1718;  1750;  1769;  1784;  G.  S. 
1795;  1813,  ch.  2;  G.  S.  1808,  Title  33;  G.  S.  1821,  Title  14, 
sees.  I  &  2;  G.  S.  1821,  Title  64,  sees.  7  &  8;  G.  S.  1824,  Title 
65,  sees.  7  &  8;  G.  S.  1835,  Title  13,  sees,  i  &  2;  G.  S.  1835, 
Title  67,  sees.  7  &  8;  G.  S.  1838,  Title  13,  sees,  i  &  2;  G.  S.  1838, 
Title  66,  sees.  7  &  8;  1842,  ch.  3;  1842,  ch.  190;  G.  S.  1849,  Title 
7,  ch.  4,  sees.  22  &  23;  G.  S.  1849,  Title  7,  ch.  4,  sees.  25,  26,  27; 
G.  S.  1849,  Title  7,  ch.  7,  sees.  58  &  59;  G.  S.  1854,  Title  7,  ch.  4, 
sees.  22-27;  G.  S.  1854,  Title  7,  ch.  7,  sees.  58  &  59;  1855,  ch.  45; 
1856,  ch.  39;  G.  S.  1866,  Title  13,  ch.  4,  sees.  43-52;  G.  S.  1866, 
Title  13,  ch.  6,  sees.  99  &  100;  1867,  ch.  124;  1869,  ch.  115;  1871, 
ch.  52;  1872,  ch.  77;  G.  S.  1875,  Title  11,  ch.  i,  sees.  1-7;  G.  S. 
1875,  Title  14,  ch.  6,  sec.  9;  1877,  ch.  112;  1880,  ch.  17;  1880, 
ch.  37;  1882,  ch.  80;  1884,  ch.  99;  1885,  ch.  69;  1885,  ch.  90;  1886, 
ch.  124;  1887,  ch.  23;  1887,  ch.  145;  1887,  ch.  146;  G.  S.  1888, 
sees.  1417,  1745,  1746,  1753.  1755,  2102-2109;  1893,  ch.  59;  1893, 
ch.  227;  1895,  ch.  118;  1895,  ch.  134;  189s,  ch.  210;  1899,  ch.  19; 
1899,  ch.  41;  1901,  ch.  no;  G.  S.  1902,  sees.  1163,  2116-2121,  2147, 
2614,  2682,  4691,  4692,  4704-4707;  1903,  ch.  75;  1903,  ch.  29;  1905, 
ch.  36;  1905,  ch.  115. 

Chapter  II. 
Hours  of  Labor. — 1842,  ch.  3,  sec.  3 ;  G.  S.  1849,  Title  7,  ch.  4,  sec. 
27;  G.  S.  1854,  Title  7,  ch.  4,  sec.  27;  1855,  ch.  45;  1856,  ch.  39; 
G.  S.  1866,  Title  13,  ch.  4,  sees.  49-52;  1867,  ch.  124;  1867,  ch.  37; 
G.  S.  1875,  Title  14,  eh.  6,  sees.  9,  10;  1887,  ch.  62;  G.  S.  1888, 
sees.  1745,  1746;  G.  S.  1902,  sees.  4691,  4692. 

Chapter  III. 

The  Employment  Contract  and  the  Employer's  Liability. 
Influencing  the  Vote  of  an  Employee. — 1867,   ch.    152,   sec.   2; 
G.   S.   187s,  Title  20,  ch.  9,   sec.  28;   1877,  ch.   146,  sec.  45; 
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G.  S.  1888,  sec.  276;  G.  S.  1902,  sec.  1700. 
Notice  of  Intention  to  Leave  Employment. — 1885,  ch.  72;   1886, 

ch.  108;  G.  S.  1888,  sec.  1748;  G.  S.  1902,  sec.  4604. 
Joining  Labor  Unions. — 1899,  ch.  170;  G.  S.  1902,  sec.  1297. 
The  "Padrone  Law." — 1895,  ch.  295;   1901,  ch.  68;   G.  S.   1902, 

sees.  4607,  4698-4700. 
Importation   of  Laborers. — 1865,   ch.    10;    G.    S.    1866,   Title  36, 

sees.  1-4. 
The  Employer's  Liability. — 1901,  ch.  155;  G.  S.   1902,  sec.  4702. 

Chapter  IV. 

The  Laborer's  Wages. 

Preferred  Claim  of  Laborer.— 1828 ;    1853,   ch.    11;   G.   S.    1854, 

Title  14,  ch.  4,  sec.  18;  G.  S.  1866,  Title  20,  ch.  5,  sec.  109; 

1870,  ch.  104;  G.  S.  187s,  Title  18,  ch.  11,  sec.  17;  1876,  ch.  61; 

1877,  ch.  50;  1885,  ch.  no;  G.  S.  1888,  sec.  514;  G.  S.  1902, 

sec.  271. 
Railroad  Laborers'  Wages  Secured. — 1870,  ch.  67;   G.   S.   1875, 

Title  17,  ch.  2,  part  9,  sec.  25;  G.  S.  1888,  sec.  3470;  G.  S.  1902, 

sec.  3696. 
Assignment  of  Wages. — 1874,  ch.  12;  G.  S.  1875,  Title  19,  ch.  2, 

sec.  38;  1876,  ch.  25;  1878,  ch.  4;  G.  S.  1888,  sec.  1247;  G.  S. 

1902,  sec.  836;  1905,  ch.  78. 
Discounting  Wages — 1886,  ch.  109;  G.  S.  1888,  sec.  1752;  G.  S. 

1902,  sec.  4701. 

Exemption  of  Wages  from  Foreign  Attachment. — 1838,  ch.  30; 
G.  S.  1838,  ch.  2i7,  sec.  i ;  G.  S.  1849,  Title  i,  ch.  15,  sec.  229; 
1850,  ch.  i;  G.  S.  1854,  Title  i,  ch.  15,  sec.  229;  1867,  ch.  109; 
1869,  ch.  83;  1872,  ch.  7;  G.  S.  187s,  Title  19,  ch.  16,  sec.  13; 
1880,  ch.  81 ;  1882,  ch.  59 ;  1883,  ch.  55 ;  1887,  ch.  132 ;  1887,  ch. 
147;  G.  S.  1888,  sec.  1231;  189s,  ch.  342;  G.  S.  1902,  sec.  909; 

1903,  ch.  95;  1905,  ch.  195. 

Weekly  Payment  of  Wages.— 1887,  ch.  67;  G.  S.  1888,  sees.  1749- 
1751;  G.  S.  1902,  sees.  4695-4697;  1886,  ch.  130;  G.  S.  1888,  sec. 
344;  G.  S.  1902,  sec.  136. 

Mechanic's  Lien.— 1836,  ch.  76 ;  1838,  ch.  41 ;  G.  S.  1838,  Title  59, 
sees.  1-3;  1839,  ch.  29;  G.  S.  1849,  Title  30,  sees.  1-6;  1849,  ch. 
23;  1852,  ch.  56;  G.  S.  1854,  Title  30,  sees.  1-4;  1855,  ch.  76; 
1856,  ch.  64;  G.  S.  1866,  Title  38,  sees.  1-6;  1867,  ch.  100;  1871, 
ch.  137;  1872,  ch.  7;  1874,  ch.  7;  G.  S.  1875,  Title  18,  ch.  7, 
sees.  9-13,  18-21;  1875,  ch.  15;  1876,  ch.  ZZ',  i879.  ch.  43;  1881, 
ch.  148;  1885,  ch.  25;  G.  S.  1888,  sees.  77,  3018-3022,  3030,  3041- 
3044;  189s,  ch.  50;  1895,  ch.  143;  1897,  ch.  54;  1899,  ch.  121; 
1901,  ch.  80;  G.  S.  1902,  sees.  777,  1849,  4135-4140,  4160-4163, 
4148. 
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Chapter  V. 
Boycotting  and  Blacklisting. 

The  Anti-Conspiracy  Acts. — 1864,  ch.  57;  G.  S.  1866,  Title  12, 
ch.  6,  sec.  122 ;  G.  S.  1875,  Title  20,  ch.  6,  sec.  14 ;  1877,  ch.  77 ; 
1878,  ch.  92;  G.  S.  1888,  sees.  1517,  1518;  G.  S.  1902,  sec.  1296. 
Blacklisting. — 1897,  ch.  184;  G.  S.  1902,  sec.  1298. 

Chapter  VI. 
Free  Public  Employment  Bureaus. — 1901,  ch.  100;  G.  S.  1902,  sees. 
4608-4614;  1903,  ch.  23;  1905,  ch.  148. 

Chapter  VII. 
Mediation  and  Arbitration. — 1895,  ch.  239;  G.  S.  1902,  sees.  4708- 
4713- 

Chapter  VIII. 

The  Union  Label. — 1893,  ch.  162;  G.  S.  1902,  sees.  4907-4912. 

Chapter  IX. 

The  Barbers'  License  Law. — 1901,  ch.  132;  G.  S.  1902,  sees.  4671- 
4673,  481 1 ;  1903,  ch.  130;  1905,  ch.  189. 

Chapter  X. 
Convict  Labor. "^ — 1827,  ch.  27;  1836,  ch.  48;  G.  S.  1849,  Title  43, 
ch.  I ;  G.  S.  1854,  ch.  12,  sec.  183;  G.  S.  1854,  Title  43,  ch.  i,  sees. 
4,  6,  9;  G.  S.  1866,  Title  51,  ch.  i,  sees.  5,  6,  10;  G.  S.  1875, 
Title  9,  ch.  I,  sees.  3,  4,  8,  9;  1880,  ch.  70;  G.  S.  1888,  sees.  3341, 
3343,  3348,  3349,  4455;  189S;  ch.  153;  G.  S.  1902,  sees.  2900,  2901, 
2902,  2913,  2914. 

Chapter  XI. 
The  Factory  Acts. 
The  Factory  Inspection  Laws. — 1887,  ch.  152;  G.  S.  1888,  sees. 

2263-2272;  1889,  ch.  173;  1889,  ch.  225;  1893,  ch.  204;  1893,  ch. 

206;  1893,  ch.  118;  1895,  ch.  206;  1899,  ch.  119;  1901,  ch.  97; 

G.  S.  1902,  sees.  4514-4530;  1903,  ch.  53;  1903,  ch.  97;  1905,  ch. 

140. 
Fire  Escapes.— 1883,  ch.   125;  G.  S.  1888,  sees.  2645-2647;   1889, 

ch.  154;  1893,  ch.  24;  1893,  ch.  105;  1895,  ch.  254;  1895,  ch.  346; 

G.  S.  1902,  sees.  2628-2635. 
Seats  for  Female  Employees. — 1893,  ch.  77',  G.  S.  1902,  sec.  4703- 
Health.— 1869 ;  G.  S.  1888,  sec.  1747 ;  G.  S.  1902,  sec.  4693- 
Tenement  House  Workshops. — 1899,  ch.   199;   G.  S.   1902,  sees. 

4527-4530. 
Bakeries. — 1897,  ch.  174;  1899,  ch.  140;  1901,  ch.  83;  G.  S.  1902, 

sees.  2569-2572;  1905,  ch.  13. 


^  Only  the  labor  provisions  are  referred  to. 
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Chapter  XII. 
Bureau  of  Labor  Statistics.— 1873,  ch.  32 ;  G.  S.  1875,  Title  3,  ch.  I, 
part  15;  187s,  ch.  89;  1885,  ch.  119;  1886,  ch.  no;  1887,  ch.  92; 
G.  S.  1888,  sees.  2944-2949,  3706;   1889,  ch.  177;   1899,  ch.  197; 
G.  S.  1902,  sees.  4601-4607. 

A    DIGEST    OF    THE    CHILD    LABOR    LAWS    OF    CONNECTICUT.^ 

Code  of  1650. — Children  and  apprentices  to  be  taught  to  read  Eng- 
lish, and  a  knowledge  of  the  capital  laws,  catechised  in  the 
principles  of  religion  once  a  week,  and  brought  up  in  some  honest 
and  lawful  calling,  labor  or  employment. 

1813,  ch.  2. — Employers  in  factories  to  teach  children  reading,  writ- 
ing and  first  four  rules  of  arithmetic;  to  pay  attention  to  their 
morals;  and  to  cause  them  regularly  to  attend  public  worship. 

1842,  ch.  3. — Child  under  fifteen  not  to  be  employed  in  any  manu- 
facturing or  other  business,  unless  it  has  attended  school  three 
months  of  the  twelve  months  next  preceding  the  year  in  which 
employed.  Penalty  twenty-five  dollars.  Teacher's  certificate  suf- 
ficient evidence  of  such  attendance.  School  visitors  to  enforce 
act.  Child  under  fourteen  not  to  be  employed  over  ten  hours  a 
day  in  any  cotton  or  woolen  establishment. 

1855,  ch.  45. — Ten  hours  in  mechanical  or  manufacturing  establish- 
ment a  day's  work  in  absence  of  a  contract.  Nine  years  the 
minimum  age  for  employment  of  child  in  manufacturing  or 
mechanical  establishment.  Minor  under  eighteen  not  to  be  em- 
ployed over  eleven  hours  a  day.     Penalty,  twenty  dollars. 

1856,  ch.  39. — Ten  years  minimum  age  for  employment  of  child  in 
manufacturing  or  mechanical  establishment  Minor  under  eigh- 
teen not  to  be  employed  over  twelve  hours  a  day  or  sixty-nine 
hours  a  week.  Penalty,  twenty  dollars.  Constables  and  grand 
jurors  to  enforce. 

1867,  ch.  124. — Minor  under  fifteen  not  to  be  employed  over  ten  hours 
a  day  or  fifty-eight  hours  a  week  in  manufacturing  or  mechanical 
establishments.  Penalty,  fifty  dollars  for  employer,  ten  dollars 
for  parent.    Constables  and  grand  jurors  to  enforce. 

1869,  ch.  115. — Child  under  fourteen  not  to  be  employed  in  any  busi- 
ness unless  it  has  attended  school  three  months  of  the  twelve 
next  preceding  the  year  in  which  employed.  Penalty,  one  hun- 
dred dollars.  State's  attorneys  and  grand  jurors  to  enforce. 
State  board  of  education  may  appoint  an  agent  to  enforce  the  act. 

1871,  ch.  52. — Parent  or  guardian  of  child  between  six  and  fourteen 
shall  send  it  to  school  when  discharged  from  labor  for  that 
purpose,  unless  excused  because  of  bodily  or  mental  condition, 

'  Revisions    are    omitted — only    original    acts,    amendments,    and 
codifications  being  given. 
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or  the  pecuniary  necessities  of  parents.     Penalty,  five  dollars. 

1872,  ch.  77.^ — Children  to  be  brought  up  in  some  honest  and  lawful 
calling  or  employment,  and  instructed  in  reading,  writing,  Eng- 
lish grammar,  geography  and  arithmetic.  Parents  of  child  be- 
tween eight  and  fourteen  shall  send  it  to  school  three  months 
each  year,  six  weeks  to  be  consecutive.  Child  under  fourteen 
not  to  be  employed  in  any  business  unless  it  has  attended  school 
three  months  of  the  twelve  of  the  year  preceding  employment. 
Parents  shall  send  a  child  between  eight  and  fourteen  to  school 
when  discharged  for  that  purpose.  Penalty,  five  dollars.  En- 
forced by  State's  attorneys,  grand  jurors,  school  visitors,  State 
Board  of  Education,  selectmen. 

1877,  ch.  112. — Amending  G.  S.  1875,  Title  11,  ch.  i,  sec.  2  (1872,  ch. 
77)  to  read  "sixty  days  of  the  twelve  months  next  preceding  any 
month." 

1880,  ch.  17. — Amending  G.  S.  1875.  Title  11,  ch.  i,  sec.  i  (1872,  ch. 
77),  to  read  "sixty  days  in  each  consecutive  twelve  months." 

1880,  ch.  S7- — Parent  of  child  under  fourteen  shall  furnish  employer 
certificate  of  school  attendance,  and  employer  shall  keep  it  on  file. 

1882,  ch.  80.* — Parents  shall  bring  up  their  children  in  some  honest 
and  lawful  caUing  or  employment  and  instruct  them  in  reading, 
writing,  English  grammar,  geography,  and  arithmetic.  Parent 
of  child  over  eight  and  under  fourteen  shall  send  it  to  school 
twelve  weeks  or  sixty  school  days  in  any  consecutive  twelve 
months,  six  weeks  to  be  consecutive.  Penalty,  five  dollars  for 
each  week's  violation.  No  child  under  fourteen  who  has  resided 
in  the  United  States  nine  months  shall  be  employed  unless  it  has 
attended  school  twelve  weeks  or  sixty  school  days  of  the  twelve 
months  preceding  the  month  in  which  employed,  nor  unless  six 
weeks  of  the  attendance  shall  have  been  consecutive.  Penalty, 
sixty  dollars.  Parent  of  a  child  under  fourteen  shall  furnish 
employer  certificate  of  school  attendance  and  employer  shall  keep 
it  on  file.  Penalty  for  false  statement  by  parent,  five  dollars. 
Enforced  by  state's  attorneys,  grand  jurors,  school  visitors,  state 
board  of  education,  selectmen. 

1884,  ch.  99. — Exhibiting  or  using  child  under  twelve  as  rope  or  wire 
walker,  dancer,  skater,  beggar,  peddler,  gymnast,  contortionist, 
rider,  acrobat,  etc.,  punishable  by  fine  of  two  hundred  and  fifty 
dollars,  or  imprisonment  not  exceeding  one  year,  or  both. 

1885,  ch.  90. — Parent  shall  cause  child  over  eight  and  under  sixteen 
to  attend  public  school  while  in  session,  or  be  taught  elsewhere. 
Children  under  fourteen  who  have  attended  school  twelve  weeks 


^  Mainly  a  codification  of  existing  laws. 

*  This  is  mainly  a  compilation  of  the  child  labor  and  education 
laws  at  this  time. 
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of  the  preceding  twelve  months,  and  children  over  fourteen  shall 
be  exempt  from  the  requirement  while  at  labor.  Penalty,  five 
dollars. 

1886,  ch.  124. — No  child  under  thirteen  to  be  employed  in  any  me- 
chanical, mercantile,  or  manufacturing  establishment.  Penalty, 
sixty  dollars.  Age  certificate  by  town  clerk  or  teacher  of  child 
(or  by  parent  or  guardian  of  child  when  there  is  no  record  of 
its  age  in  ofiice  of  town  clerk  and  it  has  not  attended  school  in 
the  state)  exempts  employer  from  penalty.  Penalty  for  false 
statement  by  parent  or  guardian,  sixty  dollars.  State  board  of 
education,  and  the  school  visitors,  boards  of  education  and  town 
committees  of  towns  shall  enforce  the  act,  and  for  this  purpose 
state  board  of  education  may  appoint  agents. 

1887,  ch.  2^. — Agents  of  state  board  of  education  (1886,  ch.  124,  sec. 
3)  may  enforce  the  school  attendance  laws. 

1887,  ch.  62. — No  minor  under  sixteen  and  no  woman  shall  work 
over  ten  hours  a  day  or  sixty  a  week,  except  when  the  machinery 
is  stopped  for  repairs,  or  for  purpose  of  making  short  day  for 
one  day  of  week.  Schedule  of  hours  to  be  posted  in  each  work 
room. 

1887,  ch.  145. — Amending  1885,  ch.  90,  sec.  2,  to  read,  children  under 
thirteen  who  have  attended  school  twenty-four  weeks,  and  chil- 
dren between  thirteen  and  fourteen  who  have  attended  school 
twelve  weeks,  of  the  preceding  twelve  months,  and  children  over 
fourteen  shall  be  exempt  from  school  attendance  requirement 
while  employed. 

1893,  ch.  59. — Child  under  sixteen  not  to  have  charge  of  an  elevator. 
Penalty,  not  over  twenty-five  dollars. 

1893,  ch.  227. — Child  under  sixteen  who  cannot  read  and  write  must 
attend  evening  school  (in  towns  where  there  are  such  schools) 
twenty  consecutive  evenings  each  month  and  produce  certificate 
of  such  attendance,  to  be  employed  in  any  manufacturing,  mer- 
cantile or  mechanical  occupation.     Penalty,  fifty  dollars. 

189s,  ch.  210. — Child  over  fourteen  and  under  sixteen  who  cannot 
read  and  write,  to  be  employed  in  town  where  there  is  evening 
school,  must  produce  every  school  month  a  certificate  of  eighteen 
consecutive  evenings'  attendance  and  be  a  regular  attendant. 
Penalty,  fifty  dollars.  State  board  of  education  to  enforce  the 
act. 

1895,  ch.  118. — Law  of  1886  (ch.  124)  amended  by  raising  minimum 
age  for  employment  to  fourteen. 

189s,  ch.  134. — Amending  G.  S.  1888,  ch.  131  (1887,  ch.  145)  by 
providing  that  children  over  fourteen  need  not  attend  school 
while  it  is  in  session,  if  employed,  and  that  all  under  fourteen 
must  attend. 
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1899,  ch.  19. — Amending  1887,  ch.  145,  as  amended  by  1895,  ch.  134, 
to  read,  children  over  seven  and  under  sixteen  shall  attend  school 
while  in  session,  but  children  over  fourteen  are  exempt  while 
employed. 

1899,  ch.  41. — Child  under  fourteen  not  to  be  employed  while  school 
is  in  session.    Penalty,  twenty  dollars. 

1901,  ch.  no. — Employer  of  any  child  under  sixteen  in  any  mechan- 
ical, mercantile  or  manufacturing  estabHshment  shall  have  certi- 
ficate that  the  child  is  over  fourteen.  Certificate  to  be  signed  by 
registrar  of  births,  town  clerk,  teacher,  or  person  having  custody 
of  school  register.  If  child  is  foreign  born  and  has  not  attended 
school  in  state  parents  or  guardian  shall  have  its  age  recorded 
by  registrar  of  births.  They  shall  take  oath  to  date  of  its  birth 
and  furnish  documentary  evidence.  Refusal  or  neglect  to  keep 
on  file  certificates,  punishable  by  fine  not  exceeding  one  hundred 
dollars.  Employer  exempt  from  penalty  of  sixty  dollars  for 
employing  child  under  fourteen  if  he  has  on  file  age  certificate. 
Penalty  for  false  statement  by  parent,  twenty  dollars. 

1903,  ch.  29. — School  officers  may  require  a  child  over  fourteen  and 
under  sixteen  to  attend  school  until  they  think  he  has  sufficient 
education  to  leave  school  to  work. 

1903,  ch.  75. — If  a  child  has  not  attended  school  in  this  state  but  was 
born  in  the  United  States,  and  no  record  of  its  birth  can  be  ob- 
tained, or  if  record  on  school  register  one  year  is  inconsistent 
with  record  of  another  year,  the  state  board  of  education  may 
investigate  and  may  grant  a  certificate  if  they  deside  the  child  is 
over  fourteen. 

1905,  ch.  36. — Amending  1903,  ch.  29,  by  giving  the  state  board  of 
education  concurrent  power  with  the  local  school  officers  under 
the  act. 

1905,  ch.  115.-— Amending  G.  S.  1902,  sec.  4705  (1901,  ch.  no,  sees. 
1-3)  by  adding  that  "if  a  child  was  not  born  in  the  United  States, 
the  state  board  of  education  may  investigate,  and,  if  it  appears 
that  said  child  is  over  fourteen  years  of  age,  may  grant  a  certifi- 
cate accordingly.    ..." 
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CHAPTER  I. 

INTRODUCTION  :  THE  NEED  OF  STUDYING  THE  SUBJECT, 
AND  THE  MEANING  OF  THE  PHRASE  "LARGE  FOR- 
TUNES." 

"The  nature  and  causes  of  the  wealth  of  nations"  have 
long  been  subjects  of  scientific  interest.  It  is  to  be  ex- 
pected that  a  science  shall  begin  with  the  things  most 
accessible  to  the  understanding,  that  is,  the  merely  objec- 
tive parts  of  its  field.  Wealth  as  undergoing  processes 
of  production  exhibits  more  kinship  with  physical  phe- 
nomena than  wealth  in  process  of  distribution,  that  is,  as 
undergoing  assignment  to  the  uses  and  purposes  of  indi- 
viduals. But  it  is  time  that  the  causes  of  the  welfare  and 
"fortune"  of  individuals  should  receive  a  share  of  atten- 
tion. In  relation  to  these  causes  arise  those  problems  of 
distribution  which  are  now  the  subject  of  lively  and 
growing  interest.  Questions  relating  to  the  causes  of 
large  fortunes  are  also  of  immediate  practical  as  well  as 
of  scientific  interest. 

No  thorough  study  of  the  general  subject  of  large 
fortunes  has  yet  been  made.  It  is  necessary,  therefore, 
to  study  not  merely  concrete  conditions,  but  also  general 
causes  and  underlying  general  principles.  There  is  no 
possibility  of  appeal  to  an  already  developed  and  accepted 
formulation  of  these.  Theoretical  analysis,  although  it 
must  assume  some  acquaintance  with  actual  conditions, 
is  a  necessary  preparation  for  the  detailed  study  of  the 
insistent  facts. 

Ours  is  an  age  of  new  and  striking  characteristics. 
Not  all  the  differences,  it  is  true,  between  present  and 
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previous  conditions,  have  come  from  the  introduction  of 
entirely  new  elements.  But  quantitative  developments  of 
things  not  absolutely  new  have  been  of  themselves  suffi- 
cient to  give  to  long  known  factors  a  new  face  and  a  new 
power. 

On  the  side  of  technology  we  are  often  told  that  this  is 
the  Age  of  Steel  or  the  Age  of  Electricity.  The  world's 
production  of  iron  and  steel  is  about  fifty  times  what  it 
was  in  the  year  1800.  And  the  more  highly  manufactured 
product  steel  is  becoming  more  and  more  the  beneficiary 
of  the  universal  application  of  the  products  of  iron  ore. 
Not  only  are  the  steel  rail  and  the  steel  ship  fundamental 
for  modern  transportation,  but  the  structural  parts  of 
our  machines,  of  our  factories,  and  even  of  our  homes 
are  coming  to  be  of  steel.  From  the  blade  of  Damascus 
to  the  steel  frying  pan  is  a  long  step  into  the  Age  of 
Steel.  So  much  for  the  material.  What  of  the  mo- 
tive power?  Electricity  has  lately  become  the  great 
means  of  transporting  persons  for  short  distances  and  is 
invading  the  general  field  of  steam  transportation.  As 
a  motive  power  in  manufactures  it  has  already  achieved 
much  and  is  gaining  faster  than  any  other  form  of 
energy.  It  lights  our  streets  and  many  of  our  homes. 
And  yet  we  are  only  at  the  beginning  of  the  Age  of 
Electricity. 

On  the  social  and  economic  side  the  age  has  its  marked 
characteristics.  There  are  more  great  fortunes,  and  there 
are  greater  fortunes,  than  the  existing  nations  of  the 
Western  World  have  ever  before  known. ^  By  abuse  of 
political  power  Rome's  proconsuls  may  have  wrung  from 


^  For  certain  salient  points  in  the  evidence  for  the  increase  of 
large  fortunes  and  for  the  concentration  of  wealth,  see  an  article  by 
the  writer  on  "An  Interpretation  of  Certain  Statistical  Evidence  of 
Concentration  of  Wealth,"  Quart.  Pub.  Am.  Statistical  Assn.,  March, 
1908. 
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subject  peoples  private  fortunes  as  great  as  those  of  our 
own  time.  Modern  great  fortunes,  however,  have  come 
as  a  phase  of  a  beneficent  process  of  industrial  and  com- 
mercial development.  The  causes  of  these  fortunes  are 
essentially  economic  rather  than  political.  It  is  an  ob- 
vious inference  that  their  appearance  is  probably  corre- 
lated with  our  modern  developments  in  technology  and 
industrial  organization. 

In  technology  and  industrial  organization  the  United 
States  leads  the  world.  In  the  size  of  its  great  fortunes, 
also,  the  United  States  appears  to  lead.  In  most  respects 
the  United  States  represents  the  "modern"  tendency  in 
the  highest  degree.  It  is  therefore  appropriate  that,  al- 
though the  phenomenon  which  we  are  to  investigate  is 
general,  the  economic  causes  of  large  fortunes  in  the 
United  States  should  be  given  special  attention. 

Larg-e  fortunes  are  the  fortunes  of  rich  men.  English 
speech  tends  to  develop  a  special  term  "riches"^  to  desig- 
nate large  fortunes,  thus  recognizing  the  distinctive  char- 
acter and  the  importance  of  this  social  phenomenon.  In 
the  conception  of  riches  there  are  three  elements  that  call 
for  particular  notice. 

To  be  rich  one  must  possess  wealth  or  property  in  con- 
spicuously large  amount.  The  "large  fortune"  is  a  more 
or  less  relative  quantity.  The  "rich"  farmer  would  not 
be  called  rich  in  a  great  city.     The  rich  of  former  days 


^The  process  of  differentiation  between  the  meanings  of  the 
words  "riches"  and  "weaUh"  is  by  no  means  complete  and  there 
is  alv^ays  operative  against  it  the  influence  of  certain  foreign  lan- 
guages whose  vocabulary  is  not  so  complex  as  ours.  But  one  feels 
that  such  an  expression  as  "national  riches"  is  not  good  present-day 
English.  The  word  "riches"  is  by  origin  and  meaning  an  abstract 
term,  and  grammatically  a  collective  noun.  But  usage,  false  to 
etymology,  by  treating  it  as  a  plural,  gives  to  it  a  factitious  sugges- 
tion of  concreteness. 
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would  not  even  be  "respectably  poor"^  in  New  York  City 
to-day.  It  is  necessary  that  the  fortune  be  in  any  case 
sufficiently  large  to  enable  its  possessor  to  live  without 
dependence  upon  income  from  his  own  labor.  But  we 
have  long  passed  the  stage  where  to  possess  a  competence 
is  to  be  rich.  A  competence  is  an  absolute  amount  and 
essentially  a  reserve  and  a  provision  for  old  age.  Riches 
are  relative  and  are  conspicuously  large.  Where  there 
are  rich  men,  there  are  inequality  and  contrast  of  eco- 
nomic condition. 

Riches  yield  a  conspicuously  large  income  to  their 
possessor.  The  rich  are  rich  in  productive  or  income- 
yielding  property,  that  is,  in  capital  or  capital-value. 
The  income  may,  as  in  land  speculation,  take  the  form  of 
an  increase  of  value  instead  of  an  increase  of  goods.  But 
a  man  is  called  "land-poor"  who  is  unable  at  need  to 
realize  currently  upon  such  an  investment,  even  though 
it  may  be  likely  ultimately  to  yield  a  good  return.  The 
importance  of  this  connotation  of  large  income — for  it  is 
connotation  rather  than  essential  to  the  definition  of  large 
fortunes — can  hardly  be  exaggerated. 

Large  fortunes  are  matters  of  private  law.  They  are 
property.  They  pertain  to  particular  persons.  Goods 
or  wealth  as  such  need  belong  to  no  one.  They  are 
objectively  and  impersonally  conceived.  But  riches  are 
a  private  right  and  cannot  be  conceived  without  reference 
to  an  owner  and  to  legal  relations.  Riches  are  personal 
attribute  and  power  based  on  goods.  Their  conspicuous 
magnitude,  however,  differentiates  them  from  small 
properties. 

Riches,  in  short,  are  differentiated  from  wealth  or 
goods  qualitatively  by  the  inclusion  of  a  certain  legal 


'  The  phrase  some  New  Yorker,  who  was  merely  several  times  a 
millionaire,  recently  applied  to  himself. 
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viewpoint  and  relation.  They  are  differentiated  from 
private  property  in  general  quantitatively  by  their  con- 
spicuous magnitude,  and  by  the  consequent  receipt  of 
large  income  not  due  to  labor.  In  the  concrete,  riches  are 
large  private  fortunes. 

A  postulate  of  any  scientific  theory  of  the  causes  of 
large  fortunes  is  that  those  causes  are  impersonal.  That 
is,  they  must  be  such  as  permit  of  being  made  the  basis 
of  generalizations.  "Pull"  and  privilege  are  not  such. 
Neither  can  the  causes  of  the  change  in  the  degree  of 
development  of  riches  lie  in  human  nature  or  in  inequality 
of  natural  endowment.  Men  in  general  are  not  appre- 
ciably different  from  what  they  have  been.  Changes  in 
human  nature,  like  changes  of  animal  species,  are  secular. 
Inequality  of  faculties,  it  is  true,  may  have  become  more 
effective.  But  if  this  is  so,  it  must  be  because  of  changes 
in  external  conditions.  These  external  causes  are  doubt- 
less economic. 

Not  much  weight  can  be  given  to  the  allegation  that 
the  men  who  get  rich  do  so  because  of  their  unscrupu- 
lousness,  or  because  their  competitors  are  not  given  a 
"square  deal",  in  other  words,  because  of  moral  defects 
either  in  themselves  or  in  those  in  power.  Unscrupulous- 
ness  and  unfairness  are  not  new.  Nor  are  they  of  a 
nature  to  play  a  decisive  part  in  any  general  social  phe- 
nomenon. They  do  not  determine  the  amount  of  the 
harvest  from  productive  efforts.  They  probably  affect 
•but  little  the  size  of  the  shares  to  be  distributed.  They 
may  affect  considerably  a  particular  individual's  success 
or  failure  in  getting  for  himself  the  larger  share  or  the 
better  opportunity.  "Plunder"  is  both  process  and  pro- 
ceeds. But  it  is  a  process  of  transference  of  wealth,  or 
of  acquisition,  not  of  concentration.  The  proceeds  are 
conditioned  bv  the  amount  of  available  material.     There 
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is  much  more  wealth  to  steal  now  and  doubtless  more 
stolen  than  formerly.  It  is  probably  also  true  that  plun- 
dering- is  now  better  organized  than  formerly,  for  ex- 
ample, as  monopoly  or  as  "rigged"  speculation,  so  as 
sometimes  to  reach  out  systematically  to  fleece  many.  It 
thus  becomes  sometimes  a  means  of  concentration  as 
well  as  of  acquisition.  But  increase  in  the  scale  and 
effectiveness  of  organization  here  are  but  a  reflection  of 
a  general  progressive  tendency  in  economic  society  which 
doubtless  multiplies  much  more  the  legitimately  than  the 
illegitimately  obtained  great  fortunes. 

It  is  quite  possible  that  the  makers  of  fortunes  are  men 
who,  whether  by  nature  or  because  of  the  straitened  cir- 
cumstances and  narrow  outlook  of  their  early  life,  espe- 
cially because  of  lack  of  educational  opportunities,  have 
a  distorted  perspective  and  a  wrong  scale  of  values,  in 
which  the  material  and  pecuniary  are  given  undue  weight. 
But  the  decisive  facts  must  still  be  the  conditions  under 
which  they  exercise  their  powers,  or  perhaps  prove  their 
limitations.  The  material  opportunities  are  there.  What 
particular  individuals  make  the  most  of  them  and  what 
qualities  of  mind  and  character  enable  them  to  do  so  are 
of  much  practical  importance.  How  the  successful  indi- 
viduals get  the  prizes  is  matter  for  moral  judgment,  for 
praise  or  blame.  The  business  of  economics,  however,  is 
only  to  show  that  the  prizes  are  there  and  why  they  are 
there.  We  must  seek  the  causes  of  the  recent  growth  of 
great  fortunes  in  conditions  of  production  and  accumula- 
tion. The  causes  of  the  general  phenomenon  are  imper- 
sonal and  economic. 

The  great  impersonal  economic  causes  of  the  growth  of 
large  fortunes  the  writer  conceives  to  be  simple  and  clear. 
The  relative  weight  of  the  various  constituents  of  the 
total  wealth  and  property  and  the  importance  of  the  dif- 
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ferent  kinds  of  income  have  been  undergoing  marked 
changes.  As  regards  the  character  of  ownership,  there 
has  been  a  shift  from  more  democratic  to  less  democratic, 
or  less  necessarily  democratic,  forms  of  property  right. 
The  craftsman  working  with  his  own  tools  and  materials, 
and  the  tradesman  with  a  watchful  eye  on  the  condition 
of  each  article  of  his  stock  of  goods,  have  been  largely 
superseded  by  the  capitalist  whose  laborers  own  neither 
tools  nor  materials  and  who  learns  of  the  state  of  his 
property  by  following  the  stock-exchange  reports  in  his 
newspaper.  As  regards  the  forms  of  production  and  of 
gainful  occupation  there  has  also  been  a  shift  from  those 
where  conditions  are  more  democratic  to  those  where  they 
are  less  democratic,  both  as  to  technical  requirements  and 
as  to  organization.  Power-driven  automatic  machinery 
has  largely  superseded  tools,  and  the  regimental  organiza- 
tion of  factory  hands  has  hindered  the  all-round  develop- 
ment of  men.  Finally  the  bringing  of  all  goods  to  market 
and  the  measuring  of  all  things  in  terms  of  money  have 
put  the  man  who  knows  markets — the  "business  man" — 
in  command  of  the  situation,  while  increasingly  dynamic 
conditions  in  industry  have  multiplied  his  opportunities 
for  gain.  These  are  the  fundamental  clews  to  the  argu- 
ment of  the  following  chapters. 


CHAPTER  11. 

THE  FORMS  OF  OWNERSHIP  AND  THE  INCIDENTS  OF  IN- 
COME FROM  PROPERTY,  ESPECIALLY  LARGE  INCOME, 
IN  THE  LIGHT  OF  ECONOMIC  HISTORY  AND  OF  RECENT 
TENDENCIES. 

§  I.    Production  and  Acquisition. 

The  production  of  goods  is  the  primary  economic  pro- 
cess. It  is  fundamental.  But  it  is  so  fundamental,  and 
remains  so  much  merely  at  the  beginning,  that  it  is  a  poor 
example  of  the  highly  evolved  processes  that  we  regard 
as  characteristically  economic.  Production  is  a  physical 
fact.  Only  with  the  recent  great  development  of  the 
exchange  economy  has  it  come  to  be  viewed  by  many  as 
the  creation,  not  of  valuable  things,  but  of  an  abstract 
quantum  of  value. ^  For  most  men  it  fortunately  still 
remains  the  creation  of  valuable  things.  But  the  base  of 
a  structure  never  more  than  suggests  some  features  of 
what  it  supports.  It  does  not  reveal  the  essential  charac- 
teristics. For  clews  to  the  explanation  of  modern  eco- 
nomic processes  we  should  look  to  the  market. 

Production  is  the  creation  of  valuable  things,  or  of 
valuable  capacities  in  things.  But  there  are  other  ways 
of  getting  concrete  valuable  things.  Exchange  suggests 
itself  as  an  obvious  alternative.     This  normally  supposes 


^  The  importance  given  to  this  distinction  in  Bohm-Bawerk's  dis- 
cussion of  the  Productivity  Theory  of  Interest  is  significant  of  the 
dominance  of  the  market  measure  of  things. 

8  [742 
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previous  production  in  order  to  be  able  to  render  an 
equivalent.  But  this  is  not  necessarily  so.  The  smith 
acquires  needed  food  by  exchanging  the  implements  and 
weapons  he  has  produced.  But  his  boy,  while  playing  on 
the  beach,  may  have  found  a  pearl,  and  that  also  gives 
power  of  acquisition.  The  medicine  man  receives  his 
means  as  a  tribute  to  his  supernatural  power.  The  dif- 
ference between  producing  valuable  things  and  acquiring 
them  through  exchange  is  likely  to  involve  important 
social  relations. 

Acquisition  is  reciprocal  to  production,  the  contrasted 
other  end  of  the  market  process.  It  is  primarily  the 
obtaining  of  economic  control  of  existing  values. 

Production  and  acquisition  are  different  stages  or 
phases  of  the  economic  life  of  goods.  Production  is  the 
beginning  of  the  economic  process.  Acquisition  comes 
later  and  is  looked  at  from  the  point  of  view  of  the 
culmination  of  the  process.  A  good  is  produced  once ;  it 
may  be  acquired  many  times.  Acqusition  is  an  economico- 
legal  fact.  The  conception  is  closely  related  to  that  of 
private  property.  Indeed,  there  is  a  juristic  theory  that 
the  essence  of  all  private  property  is  "occupation",  that  is, 
bare  acquisition,  whether  with  or  without  production. 
Acquisition  is,  at  any  rate,  the  threshold  of  private  prop- 
erty right.  Production,  on  the  other  hand,  is  economico- 
technical  in  nature,  a  process  in  which  the  physical  facts 
bulk  largest. - 

The  conception  of  acquisition  rests  upon  that  of  ex- 
change. Exchange  of  goods  by  their  producer  for  goods 
wanted  for  consumption  is  the  fundamental  case  of  ac- 


^  The  distinction  between  production  and  acquisition  seems  to  be 
familiar  in  German  economics,  though  not  used  exactly  as  developed 
here.  Cf.  Roscher,  Grundlagen,  Bk.  IV,  ch.  i.,  §  148;  also  Phillip- 
povich,  Grundriss,  Bd.  I,  2.  Buch,  §  39,  "Produktion  und  Erwerb." 
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quisition.  But  the  acquirer  need  not  himself  have  pro- 
duced the  goods  with  which  he  acquires  others.  If  he 
has  produced  still  other  goods,  the  equivalents  of  those  he 
now  parts  with  and  themselves  acquired  by  production, 
the  relation  to  production  remains  the  same.  Acquisition 
may  be  any  number  of  stages  removed  from  production, 
and  still  production  on  the  part  of  the  acquirer  may  be  its 
presupposition  and  basis.  Such  acquisition  indirectly  by 
means  of  production  may  be  called  acquisition  by  pro- 
duction. 

Since  acquisition  is,  in  a  modern  economic  society, 
almost  inevitably,  result  and  purpose  of  production,  it  is 
a  very  slight  extension  of  the  thought  to  apply  the  term 
to  those  cases  of  production  where  the  product  completes 
its  economic  period  in  the  hands  of  the  producer.  In  this 
case  the  two  ends  of  the  economic  course  of  goods  come 
together  and  coincide.  The  farmer  may  be  said  to 
"acquire"  the  products  of  his  farm  or  kitchen  garden. 
One  is  said  to  acquire  whatever  he  obtains,  whether  by 
his  own  production  or  by  exchange.  Since,  juristically, 
all  economic  goods  have  an  owner,  and  ownership  begins 
with  their  existence,  all  are  acquired  as  soon  as  they  are 
produced.  In  this  usage  acquisition  becomes  the  broader 
term  which  covers  all  forms  of  production.  Production 
by  man  is,  from  this  point  of  view,  only  a  very  important 
method  of  acquisition. 

It  is  obvious,  once  the  distinction  between  the  two  is 
made,  that  there  is  no  necessary  coincidence  or  corre- 
spondence between  facts  of  acquisition  and  acts  of  pro- 
duction. Acquisition  may  be  by  gift.  And  there  are 
gifts  from  nature  as  well  as  from  man.  In  the  case  of 
the  gift  from  nature,  of  course,  no  one  has  produced  that 
which  is  acquired.  In  the  case  of  a  gift  from  man  the 
giver  has  usually  acquired  by  production  that  which  he 
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gives.  But  there  is  no  act  of  production  on  the  part  of 
the  receiver,  no  own-production.  When  attention  is 
called  to  the  fact  that  acquisition  by  inheritance  is  essen- 
tially acquisition  by  gift,  it  is  seen  how  large  a  part 
acquisition  without  own-production  plays  in  economic 
society.  When  we  consider  the  amount  expended  by 
parents,  without  expectation  of  return  in  product  or 
service,  on  the  education  of  their  children,  we  see,  also, 
how  fundamentally  important  for  civilization  and  social 
progress  are  certain  forms  of  acquisition  without  own- 
production  and  without  remuneration.^ 

Acquisition  is  the  broad  genus  of  which  acquisition  by 
production  and  acquisition  without  own-production  are 
sub-divisions.  A  man's  production,  moreover,  is  less 
inclusive  than  his  acquisition  by  production.  Production 
is  the  physical  fact.  It  is  the  foundation,  but  only  the 
foundation,  of  a  series  of  legal  and  economic  relations. 

Economic  evolution  is,  in  one  of  its  aspects,  a  process 
of  development  and  superposition  upon  each  other  of 
successive  modes  of  acquisition.  This  is  in  part  only 
another  way  of  looking  at  the  development  of  the  ex- 
change economy.  In  the  primitive  economy  most  pro- 
ducts, chiefly  products  of  the  soil,  were  consumed  within 
the  family  or  small  social  group  where  they  were  pro- 
duced. Commerce  was  first  developed  only  in  some  very 
valuable  articles,  chiefly  the  ornaments  and  luxuries  of 
the  rich.  Later,  as  production  became  specialized,  the 
producer  exchanged  more  or  less  with  other  producers. 
With  the  development  of  modern  means  of  trade  and 
transportation,  it  has  become  the  practice,  even  on  the 
part  of  the  agricultural  population,  to  turn  most  products 
into  money.    These  changes  have  become  of  decisive  im- 


*  The  great  class  of  paid  personal  services  may  be  left  out  of 
account  for  the  purposes  of  the  present  essay. 
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portance  quite  recently.  The  number  and  the  variety  of 
middlemen  have  multiplied,  and  the  proportion  of  the 
total  product  of  human  industry  v^hich  they  handle  at 
least  once — most  of  it  many  times — has  vastly  increased.'* 

Middlemen  are  still  looked  upon  w^ith  suspicion  by 
many  of  the  "producing"  classes.  Though  trade  has 
established  its  standing  in  the  opinion  of  men  as  well  as 
in  the  world  of  facts,  it  has  not  altogether  shaken  off 
the  traditional  dislike  of  olden  times.  Nor  was  the 
unfavorable  view  of  the  ancients  without  reason.  Trade 
involves  profit  from  a  succession  of  acquisitions  by  ex- 
change. It  is  natural  to  view  such  a  process  as  unpro- 
ductive, for  men  do  not  readily  see  that  goods  may  gain 
in  utility  without  changing  form.  Mere  speculative 
gains,  too,  have  always  been  important  for  the  merchant, 
and  their  economic  and  moral  status  is  even  yet  not  quite 
settled. 

In  the  merely  mercantile  transaction  the  egoism  of 
man  is  purer  and  clearer  than  anywhere  else.  The  ego- 
istic point  of  view  dominates  the  market.  That  a  man 
should  have  exclusive  regard  to  his  own  ends  in  his 
treatment  of  goods  is  no  ground  of  offense.  But  when, 
in  his  dealing  with  other  men,  he  is  guided  merely  by 
calculation  of  gain,  he  can  expect  little  sympathy.  Yet 
this  tendency  is  what  trade  throws  into  the  foreground. 
The  merchant,  moreover,  is  specially  skilled  in  valuing 
and  bargaining,  and  so  his  gain  is  often  more  than  pro- 
portional to  his  service.  There  is  more  need  of  bridling 
the  desire  for  gain  in  commercial  dealings  than  in  pro- 
duction in  the  narrower  sense. 

As  regards  the  fundamental  productivity  of  transpor- 

*  Cf.  Biicher,  Entstehung  der  Volkswirtschaft.  He  makes  forms 
and  degree  of  exchange  the  fundamental  criteria  of  stages  of  evolu- 
tion of  economic  society. 
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tation  and  exchange,  however,  modern  scientific  analysis 
has  clearly  established  that  much.  They  serve  the  im- 
portant purpose  of  creating  place-  and  time-utility.  Still 
there  is  in  trade  a  possibility  of  social  waste,  or  worse, 
that  is  not  present  in  strictly  industrial  activity.  The 
trader  seeks  to  supply  not  valuable  things  so  much  as 
abstract  value.  This  latter  he  may  increase  by  decreas- 
ing the  supply  of  valuable  things.  If  custom,  or  other 
factor,  gives  him  any  monopolistic  power,  he  has  a  motive 
to  increase  profits  by  keeping  down  supply.  In  trade, 
furthermore,  competition  often  takes  a  form  that  causes 
an  increase  of  outlays  until  cost  equals  return,  instead 
of  a  form  that  reduces  the  net  return  through  increasing 
the  supply  until  price  declines  to  cost. 

We  have  followed  far  enough  for  present  purposes 
the  development  of  the  distinction  and  difference  between 
production  and  acquisition.  We  are  concerned  with  it 
here  only  in  relation  to  the  causes  of  large  fortunes. 

The  freeing  of  acquisition  from  the  limitations  of 
own-production  is  a  fundamental  fact  in  relation  to  the 
size  of  incomes  and  possessions.  If  whatever  is  acquired 
through  own-production  may  be  supplemented  by  other 
kinds  of  acquisition,  it  is  obvious  that  the  possibility  of 
large  acquisitions  is  multiplied.  So  far  as  production 
remains  individualistic — as  comsumption  must  always  re- 
main— the  difference  between  the  productive  powers  of 
one  pair  of  hands  and  those  of  another,  like  the  differ- 
ence in  digestive  capacity  between  two  stomachs,  cannot 
be  very  great.  Neither  such  power  nor  such  capacity, 
however,  sets  appreciable  limits  to  degree  of  inequality 
in  acquisitions.  The  modern  organization  of  industry 
on  a  large  scale  has,  by  making  the  plans  and  decisions 
of  one  mind  the  critical  factor  in  the  joint  productive 
operations  of  thousands  of  hands,  enormously  increased 
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the  possible  value  of  an  individual's  effort.  But  it  has 
not  yet  fixed  the  market  value  of  the  productive  powers 
of  any  man  at  more  than  about  $100,000  a  year.  Yet 
there  are  many  men  with  incomes  many  times  that  sum, 
incomes  of  course  not  imputable  to  their  own  productive 
effort  and  often  acquired  with  an  entire  absence  of  per- 
sonal effort.  What  does  a  difference  of  a  hundred  or 
two  hundred  times  amount  to  in  comparing  the  many 
who  possess  only  their  personal  effects,  with  the  million- 
aire? There  are  doubtless  men  living  in  the  United 
States  to-day  who  possess  50,000  times  the  property  of 
the  average  American  farmer — the  man  of  our  propertied 
middle  class.  On  comparing  for  large  classes  inequal- 
ities of  income  from  labor  with  inequalities  in  the  pos- 
session of  property  and  thus  in  the  receipt  of  its  income, 
we  find  a  great  difference.  The  man  just  inside  the 
upper  tenth  as  regards  the  receipt  of  salaried  income  is 
twice  as  well  off  as  the  man  at  the  middle  of  the  line. 
This  is  the  condition  among  the  employees  of  the  greatest 
industrial  corporations  and  among  male  teachers  in  the 
public  schools  of  our  cities — two  representative  classes. 
In  mere  wages,  as  tested  by  various  occupations  requiring 
all  degrees  of  skill,  the  multiple  is  somewhat  less.  But,  in 
respect  of  skill,  the  multiple  is  somewhat  less.  But,  in 
respect  of  property  and  its  income,  the  man  just  inside 
the  upper  tenth  is  perhaps  ten  times  better  off  than  the 
"middle"  man  as  regards  the  possession  of  property.  The 
man  who  is  one  in  a  hundred  in  respect  of  the  amount  of 
income  received  from  personal  effort  may  be  three  times 
as  well  off  as  the  middle  man  of  his  kind.  But  the  man 
who  is  one  in  a  hundred  in  the  matter  of  the  possession  of 
property  is  perhaps  one  hundred  times  better  off  than  the 
middle  man  as  regards  the  possession  of  property.^ 


Following  is  a  table  of  selected  cases  to  illustrate  characteristic 
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Income  from  personal  effort  is  subject  to  an  economico- 
technical  limitation  which  hinders  concentration.  It  is  in 
the  field  of  income  from  property  or  capital  that  acquisi- 
tion without  own-production  finds  its  great  scope  and 
causes  the  increase  of  large  fortunes. 

§  2.     Direct  Income  from  Wealth  and  Abstract-property 

Income. 

There  are  two  ways  in  which  the  ownership  of  .instru- 
ments of  production,  or  of  an  equivalent,  may  be  made 

degrees  of  inequality  in  the  distribution  of  the  two  different  kinds 
of  income.  The  test  employed  has  the  advantage  of  brevity  as  well 
as  that  of  making  possible  the  convenient  use  of  certain  material 
from  the  12th  Census  Special  Report  on  Employees  and  Wages  by 
Professor  Dewey. 

The  data  for  the  first  division  of  the  table  are  obtained  from  the 
above  mentioned  Report  at  pp.  616,  624,  640,  666,  668,  672,  674,  685, 
764,  respectively.  These  are  the  occupations  for  which  wages  of  as 
many  as  5000  males  16  and  over  are  reported  for  1900.  Rates  for 
iron  and  steel  mills,  given  in  the  Report  for  two  weeks,  as  used  in 
the  table  have  been  divided  by  two. 

On  the  basis  of  facts  furnished  by  Mr.  George  W.  Perkins,  Mr. 
E.  J.  Edwards,  in  the  American  Monthly  Reviezv  of  Reviews  for 
September,  1905,  p.  341,  reports  as  follows :  "Upon  the  pay-rolls  of 
that  [United  States  Steel]  corporation,  not  including  those  who  earn 
what  is  called  wages,  there  are  to-day  166,205  names.  Of  these 
122,690  receive  salaries  of  $800  or  a  little  less ;  43,987  receive  salaries 
ranging  between  $800  and  $2500;  1308  receive  salaries  ranging  from 
$2500  to  $5000;  156  receive  salaries  ranging  from  $5000  to  $10,000; 
51  are  paid  salaries  ranging  from  $10,000  to  $20,000;  and  13  are 
paid  salaries  of  $20,000  or  more."  The  total  is  evidently  a  misprint 
for  168,205.    This  must  include  many  female  employees. 

The  approximate  median  and  approximate  upper  centile  are  obvious 
from  inspection  of  these  figures.  I  interpret  the  phrase  "receive 
salaries  ranging  between  $800  and  $2500"  in  the  light  of  the  context 
to  mean  that  the  $800  salaries  are  put  in  the  class  below  and  the 
$2500  salaries  in  the  class  above.  An  estimate  of  the  amount  of 
salary  that  marked  the  upper  decile  might  be  obtained  by  assuming 
an  even  distribution  between  these  two  limits.  The  arithmetical 
operations     required    would    then    be     indicated    thus:     $2500   — 
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to  yield  income.  The  owner  may  himself  superintend 
the  processes  and  administer  the  instruments  of  produc- 
tion, that  is,  he  may  act  as  entrepreneur;  or  he  may  give 
into  the  charge  of  another  the  active  direction  of  industry 
and  retain  for  himself  only  a  specified  amount  of  income, 
with  security  for  his  principal.  From  this  point  of  view 
there  are  two  kinds  of  capitalistic  income,  the  one  in- 
volving active  participation  in  industry,  the  other  not. 


(15292/43987  X  1700)  equals  $1909.  But  the  assumption  is  obviously 
false,  for  the  number  of  salaries  becomes  progressively  more  numer- 
ous as  the  specific  amount  becomes  less.  Experience  with  such  a 
type  of  distribution  indicates  that  it  is  fairer  to  assume  that  the 
number  of  cases  decreases  regularly  in  a  geometrical  rate,  instead  of 
arithmetically,  with  each  equal  step  upwards  in  salary.  The  number 
receiving  a  salary  one  step  above  that  of  any  class  will  probably  be 
nearer  to  an  unchanging  fraction  (say  H)  of  the  lower  class  than 
to  an  unchanging  absolute  number.  According  to  this  assumption 
what  is  wanted  is  the  number  of  which  the  logarithm  is :  Log  2500  — 
[15292/43987  (Log  2500  —  Log  800)].  The  number  is  1682.  The 
upper  decile  is  thus  estimated  at  $1682. 

The  data  for  teachers  are  obtained  from  tables  at  pp.  17,  19,  and  21 
of  the  National  Educational  Association's  Report  of  the  Committee 
on  Salaries  of  Public  School  Teachers.  The  statistics  for  female 
teachers  are  excluded  on  account  of  being  not  comparable  for  present 
purposes  with  other  statistics  used.  The  classes  of  the  original  tables 
are  of  conveniently  small  range ;  hence,  since  there  is  probably  a  great 
deal  of  concentration  on  the  round  numbers  at  the  class  limits,  ap- 
proximate percentile  figures  are  here  used  without  attempting  to  get 
more  definite  results  by  interpolation. 

The  data  for  Massachusetts  probated  estates  are  to  be  found  in 
the  report  of  the  state's  Bureau  of  Statistics  of  Labor  for  1894.  The 
percentiles  are  obtained  by  the  use  of  the  logarithmic  method  de- 
scribed above.  These  Massachusetts  figures  conform  by  actual  test 
to  the  assumption  involved,  that  is,  the  average  of  each  class  of 
estates  as  arranged  by  size  is  practically  always  nearer  to  the  geo- 
metrical than  to  the  arithmetrical  mean  between  the  limits  of  the 
class. 

The  data  for  France  are  for  the  years  1903  and  1904  and  are  from 
the  Annuaire  Statistique  de  la  France.  They  have  been  used  in  the 
form  compiled  by  the  writer  in  his  article  on  Statistical  Evidence  of 
Concentration  of  Wealth.    They  are  obviously  much  more  inclusive 
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A  related  distinction  is  implicitly  contained,  though 
not  clearly  developed,  in  the  use  made  of  the  words  prop- 
erty and  wealth.  Wealth  is  concrete.  It  is  a  collection  of 
goods.  "Property",  on  the  other  hand,  is  an  abstract 
legal  conception.  It  is  a  right,  specifically  differentiated 
as  a  right  or  claim  to  wealth.  Economics  is  primarily 
interested  in  wealth,  that  is,  in  goods  themselves  and  in 
what  is  to  be  done  with  them.     Property  law  is  concerned 

of  small  estates  than  the  Massachusetts  figures,  and  they  are  net 
and  thus  more  accurately  representative  of  actual  values  for  such 
estates. 

Data  for  Comparing  Degrees  of  Inequality  in  the  Distribution 
OF  Income  from  Labor  v^ith  Degrees  of  Inequality  in  that 
OF  Property  and  Income  from  It. 

Distribution  of  zvages  (per  zveek)  of  males,  16  and  over,  in  various 

lines. 

Number         Lower  Median  Upper  Upper 

of  cases  decile  decile  centile 

Cotton  mills  ..." 5,038  $4.50  $7.00  $12.50  $22.50 

Woolen  mills    5,023  5.50  8.50  14.50  25.00 

Agricultural  implements  14,807  8.00  li.oo  15.50  20.00 

Car  and  railroad  shops.  11,435  7.50  11.00  17.00  22.50 
Foundries    and    metal 

working    43,343  6.50  11.00  18.00  25.50 

Iron  and  steel  mills 26,183  5.00  11.00  19.50  42.50 

Shipyards    10.873  7-50  12.50  18.00  24.00 

Breweries   4,660  9.50  14.50  18.50  25.50 

Tanneries    6,010  6.50  9.50  13.50  20.50 

Distribution  of  salaries  (per  year)  in  the  U.  S.  Steel  Corporation. 

Number  Median  Upper  Upper 

of  cases  decile  centile 

168,205 A  little  less  Calculated        A  little  less  (  ?) 

than  $800  at  $1,682  than  $2,500 

Distribution  of  salaries  (per  year)  of  male  public  school  teachers  in 
467  cities  of  the  United  States. 

Number  Lower  Median  Upper 

of  cases  decile  decile 

6,744 $650  $1,200  (plus ?)  $2,000  or  above, 

perhaps  $2,300 
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with  rights  in,  or  claims  to,  goods.  The  thing  is  wealth, 
and  property  right  is  but  a  relation  to  it,  and  that  not 
necessarily  close  and  active,  but  often  held  in  reserve. 
It  is  an  abstract  right  to  the  usufruct  of  goods  which 
remains  even  when  every  particular  period  of  concrete 
use  is  sold. 

Abstract-property    income    and    direct    income    from 
wealth  are  names  descriptive  of  the  two  different  sorts 

Distribution  of  property  in  estates  probated  in  Massachusetts. 

Years  Number  Lower         Median  Upper  Upper 

of  cases  decile  decile  centile 

1829-31 3,698  ....  $936  $7,299  $50,000 

1859-61 6,922  1,784  13,390  125,400 

1879-81 11,142  2,240  19,510  184,400 

1889-91 14,608  2,386  18,740  166,000 

Distribution  of  property  in  estates  in  France  according  to  net  value. 

Number  Median  Upper  Upper 

of  cases  decile  centile 

7(>7fi2>2> 1,292  francs         16,290  francs         199,300  francs 

In  making  the  comparisons  made  possible  by  this  table  the  criterion 
must  be  relative,  not  absolute.  Convenient  relative  numbers  are 
the  ratio  of  the  upper  decile,  or  the  upper  centile,  to  the  median. 
It  vi\\\  be  observed  that,  in  the  statistics  of  wages,  the  upper 
decile  is  always  somewhat  less  than  twice  the  median,  and  in 
one  occupation  of  the  nine  it  is  little  more  than  one-fourth  greater. 
In  the  distribution  of  salaries  the  upper  decile  is  approximately 
twice  the  median,  the  inequality  thus  being  not  greatly  different  from 
that  prevailing  among  wage-incomes.  But  there  is  a  great  gap 
between  this  and  the  prevailing  distribution  of  income  from  property. 
In  the  Massachusetts  probate  statistics  the  upper  decile  is  eight  or 
nine  times  the  median,  and  the  error  is  doubtless  in  the  direction  of 
under-statement,  since  the  figures  are  not  net,  so  that  large  deduc- 
tions for  debt  should  be  made  from  the  smaller  estates,  and  also 
since  many  very  small  properties  do  not  pass  through  the  courts. 
Among  French  estates  the  upper  decile  is  thirteen  times  the  median. 
More  reliable  tests,  less  influenced  by  the  above  mentioned  sources 
of  error,  indicate  a  considerably  less  degree  of  concentration  in 
France  than  in  Massachusetts  or  Great  Britain.  (See  the  writer's 
article  cited  above.)  The  present  method  is  not  applicable  to  the 
British  statistics,  where  small  estates  are  given  only  gross  while  large 
estates  are  given  only  net.     If  exactness  be  insisted  on,  allowance 
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of  capitalistic  income.^  The  entrepreneur's  income  is 
partly  income  from  personal  exertion,  but  he  also  has,  to 
the  extent  that  he  employs  his  own  rather  than  borrowed 
capital,  capitalistic  income  in  the  form  of  direct  income 
from  wealth.  The  "money-lender",  or  the  bondholder, 
and,  for  the  most  part,  the  stockholder,  derive  abstract- 
property  income  from  their  capital.  The  line  between 
the  two  cannot  be  drawn  with  absolute  sharpness,  for  the 
investigation  and  knowledge  incidental  to  intelligent 
placing  and  withdrawal  of  investments  passes  over  by 
indefinable  gradations  into  the  actual  oversight  of  in- 
dustrial processes.  The  extensive  legal  right  of  the 
stockholder  of  a  large  corporation  to  determine  the  ad- 
ministration of  his  own  property  is,  however,  in  abey- 
ance, and  is  intended  to  be  so,  except  at  critical  occasions 
in  long  intervals. 

The  line  of  distinction  between  the  two  forms  of  capi- 
talistic income  is  the  less  definite  because  the  differentia- 
tion is  a  rather  recent  development,  and  the  process 
is  not  yet  completed.  Abstract  income  from  property  is 
still  with  difficulty  conceived  by  itself.  Men  still  incline 
to  the  "whole-produce-of-labor"  theory;  they  think  man 
is  the  only  economic  cause,  that  only  he  can  produce 
income,  and  that  whatever  assistance  the  human  pro- 
ducer gets  from  things  merely  increases  his  production. 
Hence  they  are  especially  prone  to  overlook  the  produc- 
tiveness  which   is   the    foundation   of   abstract-property 


must  be  made  for  the  fact  that  there  are  many  more  families  without 
appreciable  income  from  property  than  without  income  from  labor. 
It  is  safe  to  say  that  for  the  upper  decile  to  be  actually  only  ten  times 
the  median  in  the  case  of  any  considerable  body  of  statistics  of  the 
the  distribution  of  property  the  inequality  must  be  unusually  small. 
'  While  income  from  property,  as  the  term  is  commonly  used, 
is  not  exclusive  of  direct  income  from  goods,  the  term  abstract- 
property  income  may  well  be  restricted  to  this  one  species  of  capital- 
istic income. 
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income.  Blit  capital  does  produce.  Whether  the  owner 
is  absent  or  is  directly  associated  with  the  production  does 
not  affect  this  fact,  though  it  does  make  it  necessary  to 
distinguish  two  sorts  of  income  from  capital.  Though 
in  practice  doubtful  cases  will  be  found,  the  criterion  of 
the  distinction  is  clear.  The  crucial  question  is  whether 
an  owner  himself  administers  the  productive  instruments 
from  which  he  derives  an  income;  or  whether,  giving 
over  to  others  the  possession  and  management  of  the  pro- 
ductive wealth,  he  retains  for  himself  only  certain  prop- 
erty rights  and  a  corresponding  income,  which  is  usually 
fixed  and  often  as  far  as  possible  without  risk. 

The  gradual  differentiation  of  interest  from  profits  in 
the  development  of  economic  theory  has  been  a  reflection 
of  the  factual  evolution  of  abstract-property  income.  The 
"profits"  of  Adam  Smith'^  and  the  English  classical 
school  are  direct  income  from  other  than  landed  wealth, 
including  also  what  is  due  to  the  administrative  activity 
required.  Only  with  the  development  of  modern  methods 
of  production  involving  the  use  of  borrowed  capital,  and 
with  the  payment  of  interest  for  loans  as  an  established 
institution,  has  the  entrepreneur  come  to  charge  himself 
interest  for  his  own  concrete  wealth  employed  in  produc- 
tion under  his  own  management.  This  he  does  as  3 
matter  of  bookkeeping,  and  in  view  of  the  possibility  of 
lending  the  money. 

The  acute  stage  in  the  prohibition  of  "usury"  came  at 
the  beginning  of  the  separation  of  abstract-property  in- 
come from  the  administration  of  productive  wealth. 
Capital  had  attained  to  such  importance  as  made  the 
separation  of  its  ownership  from  its  administration  a 
fruitful  device  in  the  association  of  productive  instru- 

^  For  his  undifferentiated  view  of  interest,  see  Bk.  I,  end  of  ch.  vi, 
of  the  Wealth  of  Nations. 
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ments  with  corresponding  capabilities.  For  real  estate 
the  need  was  met  by  the  creation  of  rent-charges  and 
by  the  development  of  the  mortgage  under  cover  of  a 
pretence  of  sale.  For  money  lent  at  interest  adaptations 
and  evasive  devices  were  more  complex.  Men  have 
always  cherished  a  dislike  for  derivative  income,  of  which 
abstract-property  income  is  the  great  modern  instance. 

Tools  are  usually  directly  and  democratically  owned. 
The  capitalistic  requirements  of  modern  industry,  how- 
ever, are  such  that  it  would  be  impossible  for  the  needful 
enterprises  to  be  carried  on  by  single  entrepreneurs  or 
small  partnerships  supplying  their  own  capital.  The 
legal  evolution  of  abstract-property  income  has  been  just 
as  much  a  condition  to  the  existence  of  modern  industry 
as  have  been  invention  and  the  applications  of  physical 
science.  The  distribution  of  ownership  does  not  coincide 
with  the  distribution  of  ability,  not  to  speak  of  inclination, 
to  administer  the  instruments  of  large-scale  production. 
Effectual  inequality  in  both  these  powers  has  put  an  end 
to  that  rough  coincidence  in  their  distribution  which  goes 
with  comparative  equality  in  both.  By  devices  of  the 
market,  developing  parallel  with  exchange  in  general,  the 
functions  of  the  one-time  capitalist-entrepreneur  small 
master  have  been  divided,  so  that  capitalist  and  entrepre- 
neur or  manager  are  different  persons  associated  only 
through  contractual  relations. 

The  mere  capitalist  is  not  confined  to  the  technical  lend- 
ing of  his  capital  to  active  entrepreneurs.  Many  of  the 
devices  which  make  the  capitalists  legally  not  creditors, 
but  owners,  of  a  business  enterprise,  are  economically 
still  bases  of  merely  abstract  property,  as  much  as  is  the 
debt  secured  by  mortgage.  The  issuance  of  preferred 
stock  as  a  part-substitute  for  bonds- — a  favorite  device  of 
recent  American  financiering — is  not  intended  to  give  this 
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class  of  investors  more,  but  rather  less,  power  to  inter- 
fere in  the  management  of  the  business.  The  holders  of 
cumulative  preferred  stock  have  an  income  often  practi- 
cally as  definite  and  secure  as  bondholders,  and  likewise 
limited,  but  they  frequently  have  no  vote  in  the  election 
of  directors  and  they  have  not  the  power  to  change  the 
management  of  the  business  by  putting  it  into  the  hands 
of  a  receiver.^  The  "holding-company"  is  another  device 
sometimes  used  to  put  a  large  body  of  stockholders  in  the 
position  of  mere  receivers  of  interest  without  the  privi- 
lege of  instituting  bankruptcy  proceedings.  This  is  but 
one  form  of  centralized  control,  of  which  the  voting 
trust  is  another.  But  the  use  of  the  proxy,  by  which 
executive  officers  provide  automatically  for  their  own 
continuance,  serves  nearly  as  well.^  Even  directors  of 
the  corporation  often  have  little  to  do  with  its  affairs.^" 
If  the  stockholders  are  thus  often  in  effect  creditors, 
bondholders,  on  the  other  hand,  have  sometimes  fur- 
nished initial  capital.  American  railroads  have  often  been 
started  with  enough  actually  paid-in  "capital"  for  a  mar- 
gin to  encourage  creditors,  and  then  have  done  most  of 

*  Preference  shares  with  cumulative  dividends  "really  take  the 
place  of  bonds,  and  are  to  be  so  considered  in  theory."  Greene, 
Corp.  Fin.,  p.  8.  Cf.  also  Jenks,  Trust  Problem,  p.  84,  where  he 
says  the  purpose  of  preferred  stock  is  to  give  actual  contributors  of 
capital  some  priority  in  claim  on  returns,  while  not  leaving  them  the 
power  to  put  the  company  into  the  hands  of  a  receiver. 

*  Cf.  Davis,  Corporations,  II,  p.  278. 

"  On  this  point  the  statement  of  Mr.  Jacob  H.  Schiff  is  noteworthy : 
"The  system  of  directorship  in  great  corporations  of  the  city  of  New 
York  is  such  that  a  director  has  practically  no  power.  He  is  con- 
sidered in  many  instances,  and  I  may  say  in  most  instances,  as  a 
negligible  quantity  b}'  the  executive  officers  of  the  society.  He  is 
asked  for  advice  when  it  suits  the  executive  officers,  and  if  under  the 
prevailing  system  an  executive  officer  wishes  to  do  wrong  or  wishes 
to  conceal  anything  from  his  directors  or  to  commit  irregularities 
such  as  have  been  disclosed  here,  the  director  is  entirely  powerless." 
Testimony  before  the  Armstrong  Committee,  p.  1299. 
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their  construction  even,  with  money  procured  by  the  sale  of 
bonds.  In  recent  purchases  of  industrial  plants  for  com- 
bination, it  has  been  the  practice  to  pay  for  visible  capital 
in  bonds.  ^^  The  speculative  element,  the  capitalization 
of  "hopes",  appears,  in  the  modern  plan,  to  be  the  stuff 
of  which  common  "capital"  stock  is  made.  The  business 
may  later  "grow  up"  to  its  capitalization,  in  which  case 
the  common  stock  becomes  legitimately  marketable  with 
the  investing  public. 

There  are,  moreover,  means  of  making  regular  and 
calculable  the  income  from  common  stock.  American 
industrial  and  railway  corporations  are  about  as  likely 
to  increase  their  "physical  valuation"  by  applying  earn- 
ings to  improvement  and  to  new  construction  as  by  the 
application  of  the  proceeds  of  additional  issues  of  securi- 
ties. An  old-established  and  conservatively  managed 
concern  will  also  accumulate  reserves  to  make  possible  the 
payment  of  dividends  in  lean  years. ^^  This  is  the  policy 
pursued  by  some  railroads,  notably  the  Pennsylvania, 
The  United  States  Steel  Corporation  is  now^^  accumu- 
lating a  reserve  instead  of  paying  dividends  on  common 
stock.  Thus  a  company's  stock  is  made  more  acceptable 
to  the  outside  public,  which  attaches  most  importance  to 
secure  and  definite  income.  The  investing  public  has  a 
strong  appetite  for  abstract-property.  The  abstract- 
property  character  is  what  makes  government  bonds  so 
much  sought.  "Gilt-edge"  securities  in  general  are  those 
which  approximate  closest  to  this  ideal. 


"Cf.  Conant,  Atlantic,  Feb.  1906,  p.  233b. 

"Professor  Meade,  in  his  book  on  Trust  Finance,  especially  chap- 
ter IX,  emphasizes  the  importance  of  a  reserve.  He  proposes,  as  a 
sufficient  remedy  for  over-capitalization  and  speculative  management, 
the  legal  requirement  of  a  large  reserve,  as  high  as  50  per  cent,  for 
manufacturing  companies. 

"  Written  in  the  spring  of  1906. 
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■  All  things  considered,  not  much  is  left,  from  the 
economist's  point  of  view,  of  the  distinction  between  the 
stocks  and  the  bonds  of  corporations.  The  significant 
fact,  from  this  point  of  view,  is  that  they  are  both  me- 
diums of  abstract-property  income.  The  divisible  bonded 
debt  is  only  the  extreme  case  of  a  type  of  "paper"  ab- 
stract property.  The  same  large-scale  production  which 
makes  the  corporate  form  of  organization  natural  as  a 
means  of  bringing  together  the  needed  capital,  makes  it 
impossible  for  the  stockholder,  even  if  he  desires,  to 
know  much  of  the  actual  conditions  of  the  enterprise,  as 
an  institution  for  production.  The  stockholder  is  rarely 
an  administrator  of  productive  wealth. 

Corporate  ownership  and  organization  of  business  is  a 
dominant  fact  in  modern  industry.  Nothing  has  been 
more  characteristic  of  the  development  of  industry  dur- 
ing the  past  fifty  years  than  the  substitution  of  the  cor- 
poration for  individual  and  partnership  management  of 
business  and  the  development  of  the  corporations  thus 
substituted  into  great  and  powerful  organizations.^"* 

Limited  liability  and  informal  transferability  of  shares, 
the  latter  facilitated  by  sub-division  into  small  values,  are 
the  legal  characteristics  of  the  modern  business  corpora- 
tion. The  former  was  known  to  the  Roman  law,  and  in 
a  crude  form  in  the  medicxval  and  Continental  commenda. 
It  was  given  renewed  vigor  by  the  business  needs  that 
began  to  be  especially  felt  in  the  middle  of  the  nineteenth 
century.  Informal  transferability  of  shares  was  brought 
into  prominence  by  Law,  and  thereafter  suffered  an 
eclipse  until  the  nineteenth  century. ^^^     The  "joint-stock" 


"  The  sentence  is  from  E.  R.  Johnson,  Ry.  Transp.,  p.  69.  It 
would  be  easy  to  find  many  other  equally  emphatic  and  authoritative 
statements. 

'°Van  der  Borght,  Conrad  I,  176a,  and  Juraschek,  Conrad  I,  228b. 
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companies  of  "merchant  adventurers"  of  the  seventeenth 
century  in  England  were  forerunners  of  the  modern 
business  corporation,  vv^ithout  possessing  fully  developed 
either  of  its  advantages. 

Insurance  and  banking  were  conspicuously  fields  of 
corporate  enterprise  in  England  in  the  eighteenth  century. 
Adam  Smith's  opinion  as  to  where  the  joint-stock  com- 
panies can  be  successful  indicates  the  state  of  develop- 
ment in  his  time.  He  names  banking,  insurance,  canal, 
and  water  companies  as  such,  with  the  proviso  that  great 
capital  be  required. ^"^  In  the  early  part  of  the  nineteenth 
century  transportation  companies  were  preeminent.  An 
act  of  the  legislature  was  still  necessary  for  the  forma- 
tion of  a  corporation.  The  formation  of  a  company  with 
limited  liability  without  further  formality  than  registra- 
tion was  not  possible  in  England  until  1855.^'^  How  rapid 
has  been  the  recent  growth  of  the  business  corporation  is 
evidenced  by  the  multiplication  of  the  paid-up  capital  of 
British  companies,  excluding  railroads,  five  or  six  times 
in  the  last  twenty-five  years.  ^^. 

"  Wealth  of  Nations,  Bk.  V,  ch.  I,  pt.  Ill,  art.  I. 

"Napier,  p.  391. 

^^  Following  is  a  statement  of  the  capital  of  companies  registered 
in  the  United  Kingdom  under  the  Companies  Act.  This  does  not 
include  railway  and  canal  companies  and  others  incorporated  by 
special  act  of  Parliament. 

Total  amount  of  paid-up  capital  of  all  registered  companies  having 
a  share  capital  and  believed  to  be  doing  business  at  the  undermen- 
tioned dates  (Statistical  Abstr.  of  the  U.  K.,  41st  No.,  p.  193;  53d 
No.,  p.  307.    The  figure  for  1877  is  from  Goschen,  1887,  p.  606)  : 

April,  1877 Pounds      307,108,446 

"      1884 "  475,551,294 

1887 "  591,508,692 

1892 "  989,283,634 

"       1897 "  1,285,042,021 

"       1902 "  1,805,141,165 

"       1905 "  i,9S4>.337-i35 
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The  business  corporation  was  practically  unknown  in 
the  United  States  in  colonial  times.    Perhaps  half  a  dozen 

The  increase  has  been  regular  and  uninterrupted.  In  twenty-five 
years  it  amounted  to  nearly  500  per  cent.  From  1885  to  1902  Giffen's 
estimates  allow  a  liberal  increase  of  50  per  cent,  in  the  wealth  of  the 
United  Kingdom.  From  1884  to  1902  the  increase  in  this  sort  of 
corporate  issue  was  280  per  cent. 

For  Germany  we  have  statistics  which  are  not  entirely  comparable 
with  the  foregoing,  but  which  are  in  themselves  significant.  The 
paid-up  capital  of  Aktiengesellschaften  at  the  dates  specified  was  as 
follows  (Van  der  Borght,  I,  194.  To  obtain  the  figure  for  the  earliest 
date  I  have  estimated  the  nominal  capital,  not  paid-up,  for  insurance 
companies,  at  300  million  marks,  following  a  suggestion  of  the 
figures  themselves)  : 

1886-7 4576  million  marks 

1891-2 5771 

1896 6846       " 

Van  der  Borght  adds  that,  of  the  companies  whose  dates  of  founda- 
tion are  ascertainable,  three-fifths  were  founded  within  the  last 
fifteen  years.     (Same,  p.  195.) 

For  France  the  classified  returns  from  the  succession  tax  evidence 
a  great  increase  of  corporate  securities  along  with  other  forms  of 
valeur  mobilier.  (See  footnote,  pp.  49-50,  below.)  But  the  govern- 
ment bond  is  what  is  especially  important  in  France. 

For  the  United  States  I  know  of  no  means  of  directly  measuring 
the  increase  of  securities,  though  something  may  be  inferred  from 
facts  relating  to  their  existing  amount  and  kinds,  which  are  presented 
in  the  note  appended  to  this  chapter.  Listings  on  the  New  York 
Stock  Exchange  of  issues  for  new  capital  (compiled  from  the  Com- 
mercial and  Financial  Chronicle,  vol.  61,  p.  1138;  vol.  81,  p.  1822;  vol. 
83,  p.  1561)  were  as  follows: 

1886-1890  incl. — Bonds 929,040  thousand  dollars. 

Stocks 446,325         "  " 

1,375,365 

1891-1895— Bonds 857,107 

Stocks 403,939         "  " 

1,261,046 

1896-1900 — Bonds 784,268         "  " 

Stocks 807,574         "  " 

1,591,842 
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joint  stock  companies,  none  of  them  important,  were 
chartered  before  the  Revokition.^^  Incorporation  under 
general  laws  conferring-  limited  liability  was  not  prac- 
ticed until  the  middle  of  the  nineteenth  century.  When 
more  than  two  thirds  of  the  manufacturing  interests 
of  the  country  were  already  in  the  hands  of  corpora- 
tions, Mr.  North,  on  the  basis  of  the  Census  figures  for 
1900,  speaks  of  the  relative  importance  of  the  firm  and 
limited  partnership  as  still  "rapidly  diminishing".-*'  Cor- 
porations now  dominate  in  industry,  and  corporate  securi- 
ties are  the  principal  mode  of  investment. 

Through  the  growth  of  forms  of  abstract  property, 
the  possibility  of  dissociating  the  receipt  of  income  from 
the  cares  of  administering  productive  wealth  has  become 
practically  complete.  It  is  obvious  that  there  is  nothing 
in  the  nature  of  things  to  set  a  limit  to  the  possible  aggre- 
gation of  such  income.  The  ownership  of  concrete  goods 
is  comparatively  unsuitable  for  agglomeration.  The  cares 
of  oversight  so  increase  as  to  destroy  the  motive  to  it, 
and  the  leakage  in  the  return  also  increases,  no  matter 
how  good  the  oversight.  The  appetite  for  inactively 
acquired  income,  on  the  other  hand,  is  not  thus  limited. 
It  is  of  course  not  confined  to  the  rich,  as  is  testified  by 

1901-190S — Bonds 1,608,093  thousand  dollars. 

Stocks 1,099,308         "  " 

2,707,401 

1906 — Bonds 303,1 12         "  " 

Stocks 237,480         "  " 


540,592 

These  statistics  of  listings,  and  also  amounts  of  dealings  in  stocks, 
suggest  that  the  tendency  is  not  less  strong  towards  the  increase  of 
securities  here  than  elsewhere,  though  such  statistics  give  no  clew  to 
the  actual  quantities  existing. 

"  Cf.  S.  Williston,  pp.  165-6,  and  Baldwin,  pp.  268-271. 

"  I2th  Census,  vol.  VII,  p.  Ixvi. 
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the  growth  of  the  modern  trust  company,  if  not  of  the 
savings  bank^ — for  its  deposits  are  largely  reserves  for 
consumption.  The  owner  of  a  small  property  is  thus 
relieved  of  the  care  and  responsibility  of  choosing  his 
investments.  The  owner  of  large  property  is  likewise 
relieved  of  caring  for  what  is  already  accumulated,  so 
that  he  is  able,  at  will,  either  to  do  nothing,  or  to  center 
his  attention  on  further  increase  of  riches. 

§  3.    The  Incidents  of  Income  from  Property  Historically 
Considered. 

In  little  developed  stages  of  social  evolution  the  posses- 
sion of  riches  and  of  ruling  power  have  gone  together. 
Nowadays  political  power  and  conspicuous  income  from 
property  have  become  more  and  more  separate.  This  is 
largely  due  to  greater  security  and  to  a  more  public- 
spirited  administration  of  governmental  functions.  The 
rich  man  does  not  now  so  much  need  political  power 
in  order  to  retain  his  riches,  and  the  servants  of  the  state 
do  not  so  much  use  their  power  as  personal  perquisite 
and  license  for  extortion.  An  alliance  between  the  ruling 
classes  and  the  rich,  and  mutual  give-and-take  arrange- 
ments, are  still  by  no  means  unknown.  But  the  two 
classes  are  now  always  separate  in  thought,  because  they 
are,  on  the  whole,  separate  in  personnel.  Even  the  tradi- 
tion of  needful  magnificence  or  "state"  for  the  high  public 
official  has  suffered  much  decay. 

In  the  more  settled  condition  which  succeeds  that 
where  the  strong  right  arm  and  ready  craft  unite  riches 
and  political  power,  the  function  of  getting  leaders  and 
rulers  tends  to  lapse,  and  a  hereditary  social  and  political 
hierarchy  is  established.  This  stage  is  also  past.  The 
lament  for  feudal  and  patronal  institutions  will  always 
be  echoed  in  romantic  minds.     But  a  roseate  view  of  the 
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older  condition  always  supposes  and  assumes  the  right 
fall  of  the  die  in  the  matter  of  birth — a  contingency  from 
the  results  of  which  society  may  be  thankful  to  be  in 
part  relieved.  Certainly  the  distribution  of  political  and 
social  functions,  and  of  the  means  and  reward  for  their 
performance,  can  be  better  adjusted  than  by  a  system  of 
hereditary  castes,  or  by  feudalism.  The  disintegration 
of  an  all-round  personal  relation  of  lord  and  man  into  a 
series  of  specific  functional  adjustments  was,  in  the  pro- 
cess of  social  evolution,  bound  to  come.  Nobles  and  gen- 
tlemen abdicated  their  political  functions,  in  the  first 
instance  to  an  absolute  king,  but  ultimately  in  favor  of  the 
people.  Economic-administrative  functions  they  have 
also  passed  on  to  others  as  opportunity  developed.  Noble- 
men that  have  retained  their  estates  are  now  hardly  dis- 
tinguishable from  the  merely  rich,  unless  it  be  by  the  fact 
that  their  functional  past  is  farther  away.^^ 

Feudalism  was  an  attempt  at  functional  adjustment 
of  the  relation  of  social  classes,  and  at  fixation  of  incomes 
accordingly,  where  political  and  general-social  determi- 
nants of  economic  conditions  were  still  dominant.  In- 
come from  land  was  the  only  recognized  form  of  income 
of  considerable  amount  not  resulting  from  personal  ex- 
ertion. Hence  military  and  political  functions,  being 
themselves  as  yet  of  no  settled  economic  character,  went 
with  the  ownership  of  land.^^  Or,  looked  at  from  another 

^^  The  dependence  of  riches  upon  political  relations,  and  upon  the 
state  when  developed,  did  not  suddenly  cease.  Cf.  d'Avenel  on  the 
fortunes  of  the  ancicn  regime  in  France,  Revue  des  Deux  Mondes, 
esp.  March  15  (1906),  circa  p.  307. 

^  Feudal  landowners  "are  not  the  members  of  agricultural  groups ; 
they  are  professional  soldiers  or  servants  of  the  State,  who  treat 
their  land  as  a  reward  and  guarantee  of  service  to  the  king."  E. 
Jenks,  Law  and  Politics  in  the  Middle  Ages,  pp.  216-7.  Curious 
instances  of  the  favoring  of  the  political  classes  as  regards  income 
are  found  in  the  rates  of  interest  fixed  by  Justinian's  Code,  and  in 
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point  of  view,  it  is  perhaps  also  true,  that  the  land- 
owners, being  the  only  active  leisure  class,  were  the  only- 
ones  able  to  exercise  the  honorific  offices  of  war  and 
government.  Sovereignty  and  land-ownership  were  fused, 
and  both  were  regarded  as  private  property.  Office  and 
receipt  of  income  from  land  were  treated  alike  as  per- 
sonal rights  and  passed  on  by  inheritance.  The  con- 
creteness  and  universality  of  the  relation  of  lord  and 
peasant  involved  the  fusion  of  economic,  political,  and 
social  elements. ^^  This  was  essential  to  the  conception 
of  it,  as  being  a  complete  personal,  instead  of  an  ab- 
stract and  official,  relation,  economic  or  other. 

The  ideal  of  feudalism,  barring  evil  results  of  the  acci- 
dent of  birth,  was  good.-'*  In  a  simple  social  state  such  a 
system  may  work  well.  Though  mediaeval  relations  were 
largely  determined  by  physical  force,  the  arrangement 
was  not  without  plan — to  be  seen  at  least  in  retrospect — 
and  did  have  a  place,  and  even  rights,  for  the  less  favored 
classes.  But  the  plan  was  not  of  an  economic  nature. 
The  comparative  brutality  of  slavery,  as  revived  and 
practiced  in  American  negro  slavery,  was  doubtless  largely 
due  to  its  being  a  purely  economic  institution,  without 


mediaeval  instances  of  rents  varying  with  the  social  class  of  the 
payer  after  the  manner  of  regressive  taxation.  The  exemption  of 
nobles  and  clergy  from  taxation  in  France,  and  elsewhere,  before  the 
Revolution,  had  not  always  been  mere  abuse  of  power  and  privilege. 

^  "The  essence  of  the  feudal  organization  of  society  was  that  it 
rested  completely  on  land-tenure,  and  on  one  system  of  land-tenure — 
a  system  in  which  ownership  was  divided  between  the  actual  tenant 
of  the  land  and  the  lord  'of  whom  he  'held'  it,  and  in  which  the 
relation  as  to  land  was  accompanied  with  a  close  personal  tie  between 
the  lord  and  tenant,  involving  mutual  duties  and  responsibilities." 
Ashley,  Essay  on  Feudalism,  pp.  45-6. 

^  Cf.  Cunningham :  "So  long  as  economic  dealings  were  based  on 
a  system  of  personal  relationships  they  all  had  an  implied  moral 
character."  I,  465.  Schmoller  defends  feudalism  as  a  satisfactory 
functional  arrangement  for  the  times. 
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the  political  and  social  aspects  of,  for  example,  mediaeval 
serfdom.  Under  complex  modern  conditions  an  analytic 
adjustment  of  men's  relations  is  much  more  likely  to  be 
just.  2^ 

In  no  respect  was  the  classical  English  economics  more 
at  fault  than  in  assuming  the  universal  applicability, 
without  qualification,  of  the  Ricardian  theory  of  rent. 
Though  it  is  not  true  that  a  knowledge  of  modern 
rent  is  worthless  or  worse  for  an  understanding  of 
mediaeval  conditions,  the  differential  return  to  land  is  not 
the  clew  to  the  nature  of  mediaeval  rent.  Agricultural 
land  was  the  great  original  res  frugifera  or  source  of 
permanent  income  from  property.  The  rent  charge  was  a 
recognized  form  of  such  income  when  "usury",  or  interest 
on  money  or  fungibles,  was  condemned.-^  Rent  was  the 
important  original  form  of  income  from  property,  and,  as 
we  have  seen,  the  basis  of  feudal  society.  The  peasant's 
labor  could,  in  ordinary  years,  raise  more  than  was  nec- 
essary for  bare  subsistence.  Hence  part  of  his  time  might 
be  devoted  to  cultivating  his  lord's  land.  This  is  the 
crudest  form  of  rent,  that  is,  labor-rent.  Or  the  same 
end  of  realizing  income  from  property  might  be  obtained 
by  letting  the  peasant  cultivate  more  land  and  taking 
from  him  part  of  the  product.  More  important,  perhaps, 
were  various  dues  and  fees  that  custom  required  the 
peasant  to  pay  to  the  seigneur  at  every  turn.  The  burden 
was  laid  on  persons  rather  than  on  the  land.-''^  Laborers 
could  produce  more  than  their  own  maintenance.  The  ec- 
onomic process  stopped  about  there.     The  peasants,  for 


"■*  Locke's  feudalistic  scheme  of  government  for  the  Carolinas  was 
an  entire  failure,  for  one  reason  because  it  was  feudal  and  imana- 
lytical  of  relations.     Cf.  the  Fundamental  Constitutions  of  Carolina. 

'"  Ashley,  Ec.  Hist.,  II,  p.  410. 

"  Cf.  d'Avenel  on  the  importance  of  the  "domaine  direct"  as  com- 
pared with  the  "domaine  utile"  loc  cit.,  March  15,  pp.  284  and  280. 
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various  reasons,  political  rather  than  economic,  could  not 
retain  this  surplus  as  their  own.  Whatever  the  cultivation 
could  spare  was  applied  to  support  feudalism.  "Economic 
rent"  may  have  been  about  equal  to  this,  but  its  existence 
could  not  be  clearly  distinguished  till  later.  The  peasant 
could  not  hide  his  gains  nor  carry  them  away.  Markets 
developed  slowly  and  only  as  feudalism  declined.  The 
lord,  in  theory  at  least,  gave  the  peasant  something  in 
return  for  what  he  took.  It  seems  but  just  that  those 
who  could  not  give  their  services  to  the  state  should  pay 
taxes  for,  and  to,  those  who  did.  For  the  rent  was,  to  all 
intents  and  purposes,  a  tax.-^  The  land  tax  is  the  most 
general  and  persistent  form  of  taxation  known  to  history. 
Its  only  competitor  in  point  of  antiquity  is  the  capita- 
tion tax.  It  is  sometimes  difficult  to  determine  whether 
a  payment  was  rent  due  to  the  ruler  as  proprietor,  or  a 
tax,  that  is,  a  contribution  to  the  support  of  government, 
especially  since  government  was  at  one  time  in  effect  a 
private  enterprise. 

The  extension  of  the  use  of  money  and  of  pecuniary 
methods  and  standards  in  business  has  been  a  phase,  and 
also  an  instrument,  of  the  decline  of  the  all-round  per- 
sonal relation  of  ruling  and  subject  classes.-^  The  market 
point  of  view  has  been  steadily  gaining  ground  since  the 
close  of  the  middle  ages.  This  development  has  met  with 
fewest  obstacles  in  America.    Money-exchange  and  credit 

^^  "The  peasant's  share  of  taxation,  paid  through  the  landlord,  was 
probably  the  original  element  in  rent."  Cunningham,  I,  462.  Com- 
pare also  the  mistake  of  the  English  administration  in  India  in  mak- 
ing landlords  of  the  Zamindars  of  Bengal,  originally  tax-gatherers. 
See  Baden-Powell,  Land  Systems  of  British  India,  vol.  I,  p.  187-8. 

^'  "The  intervention  of  money  brought  with  it  the  possibility  of 
close  bargaining."  Cunningham,  I,  p.  464.  "Mediaeval  economy 
with  its  constant  regard  to  the  relations  of  persons"  is  contrasted 
with  "modern  economy  which  treats  the  exchange  of  things  as 
fundamental."    P.  464. 
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practices  have  increased  the  relative  weight  of  the  com- 
mercial point  of  view.  This  of  course  gives  great  advan- 
tage to  mercantile  talents.  Though  this  situation  contains 
some  undesirable  elements,  it  is  an  inevitable  result  of 
complexity  of  social  life  and  of  an  analytic  treatment  of 
social  relations. 

In  the  evolution  of  the  partnership,  especially  in  me- 
diaeval times,  under  the  influence  of  the  condemnation  of 
usury,  we  find  good  illustration  of  the  differentiation  of 
economic  relations.  The  mediaeval  craftsman  received 
income  from  all  the  sources  distinguished  by  modern 
analysis : — his  investment  in  real  estate  and  in  tools  and 
materials,  his  own  labor,  his  skill  in  managing  and  mar- 
keting. But  his  income  was  not  thought  of  as  other  than 
homogeneous.  In  the  original  "company"  of  relatives 
and  messmates,  which  was  based  on  natural  or  general 
social  ties,  with  the  members  sharing  the  work  and  its 
results,  there  was  an  attempt  to  reckon  a  separate  return 
to  capital.  But  the  function  of  furnishing  capital  could 
not  long  remain  merely  a  subordinate  incident  of  per- 
sonal participation  in  work.  According  to  the  mediaeval 
view,  however,  the  capital  could  not  be  lent  at  a  fixed 
rate  of  interest,  or  without  sharing  the  risk.  This  meant 
that,  though  the  inactive  capitalist  might  not  share  in  the 
management  of  the  investment — for  it  was  supposed  that 
normally  he  would — he  mnst  share  in  the  uncertainty  of 
its  results.  He  must  remain  owner  of  the  particular  con- 
crete productive  capital. ^^^  Thus  the  canonists  sought 
specifically  to  prevent  that  abstract-property  relation 
which  is  the  very  essence  of  modern  financiering.  The 
coinnienda,  which  was  the  form  of  partnership  character- 
istic of  mediaeval  times,  was  but  a  crude  device  to  differ- 
entiate the  capitalist,  who  was  often  necessarily  inactive 

'"  Ashley,  II,  419. 
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by  reason  of  distance,  perhaps  on  account  of  marine  ven- 
tures, from  the  entrepreneur.  The  problem  of  separating 
property  right  from  the  administration  of  productive 
wealtli  had  not  then  reached  its  modern  dimensions  and 
had  not  forced  a  more  satisfactory  solution. 

As  other  sources  of  riches,  besides  land,  developed  into 
importance  with  the  rise  of  industrial  and  trading  classes, 
there  came  the  inevitable  clash  between  the  newer  eco- 
nomic power  and  the  older  feudal  ruling  class.  This 
could  have  but  one  issue.  Economico-technical  devel- 
opments have  sustained  the  power  of  the  captains  of 
industry  and  business  men.  Since  the  industrial  and 
political  revolution  of  a  century  or  so  ago,  laws  and  cus- 
toms and  opinions  have  been  more  and  more  adjusted  to 
a  segregation  of  economic  from  other  relations  and  to 
giving  freer  scope  to  economic  factors.  The  land  itself 
has  been  gradually  "mobilized". ^^  Thus  of  late  economic 
or  economico-legal  causes  have  possessed  the  field  as  the 
unhampered  determinants  of  the  growth  of  large 
fortunes. 

Modern  economic  organization  has  more  and  more 
completely  released  the  rich  from  functional  requirements 
and  from  the  necessity  of  personal  efficiency  in  order  to 
keep  what  is  acquired.  This  is  as  true  of  extra-economic, 
that  is,  of  political  and  social,  as  of  economic  activity. 
Specialization  and  the  growth  of  the  learned  professions, 
not  less  fundamentally  than  popular  government,  have 
made  it  less  true  that  mere  superiority  of  economic  po- 
sition is  of  itself  a  calling  to  lead  and  to  rule.  While  the 
possession  of  means  is  still  a  great  advantage,  the  rich 
are  rather  at  a  disadvantage  in  comparison  with  the  chil- 


'^Or  the  law  relating  to  land  has  been  "Romanized,"  as  certain 
German  opponents  of  the  movement  toward  the  free  individualistic 
treatment  of  landed  property  contend. 


769]  The  Growth  of  Large  Fortunes  35 

dren  of  families  of  smaller  means  in  preparing  for  the 
more  strenuous  professional  careers.  Hence  President 
Eliot's  lament  that  the  rich  to-day  have  no  calling.^-  The 
development  of  abstract-property  income  out  of  direct 
income  from  wealth  is  one  phase  of  the  process  of  social 
evolution  away  from  feudalism.  Economico-legal  devel- 
opments have  facilitated  the  ownership  of  income-pro- 
ducing value  quite  dissociated  from  any  other  and  more 
exacting  duty  than  the  receipt  of  income.  Both  qualita- 
tively and  quantitatively  the  opportunity  for  the  accumu- 
lation of  riches  has  greatly  broadened  in  the  last  century, 
and  especially  in  the  last  half-century. 

Capital  as  well  as  labor  produces.  Physical  forces  and 
things,  as  well  as  man,  are  economic  causes.  They 
participate  in  production,  and  to  certain  of  them,  as  well 
as  to  the  men  who  contribute  their  exertions,  must  be 
imputed  a  portion  of  the  joint  product.  But  while  income 
is  to  be  imputed  to  the  natural  and  artificial  agents  and 
materials  necessary  to  production,  it  is  actually  paid  to 
the  owner  of  them.  Men  and  things  produce;  but  oyily 
men  acquirc.^^  Income  from  capital  is  not  acquired  by 
contemporaneous  production.  In  the  case  of  abstract- 
property  income,  not  the  slightest  participation  in  pro- 
duction is  required.  The  receipt  of  income  from  capital, 
therefore,  does  not  check  itself  by  the  labor  incident  to 
its  receipt.  Hence  its  accumulation  and  concentration  are 
not  subject  to  limitation  from  within. 

Not  only  as  regards  contemporaneous  production,  but 
even  as  regards  production  in  the  extended  sense,  in 
which  the  producer  and  owner  of  capital  may  be  said  to 
produce  the  income  resulting  from  such  capital,  it  cannot 

^'  The  address  on  the  Present  Disadvantages  of  Rich  Men  in 
American  Contributions  to  Civilization. 

^  The  producer  of  capital  may,  by  extension  of  meaning,  be  said  to 
produce  the  interest  received  from  it  afterwards. 
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be  said  that  the  income  from  most  capital  goes  to  its 
original  producers.  The  reason  is  conclusive.  The  orig- 
inal producers  and  accumulators  of  most  capital  are 
dead.  The  inheritor  of  capital  gets  just  so  much  of  a 
start  in  the  race  for  riches  or  for  more  riches,  and  thus 
a  further  cause  of  economic  inequality  is  added  to  what- 
ever personal  business  ability  he  may  possess.  Even 
without  personal  ability,  he  may  thus  acquire  by  inheri- 
tance without  production  an  assured  income  so  large,  and 
with  its  maintenance  so  well  provided  for,  that  further 
growth  of  riches  may  be  a  matter  involving  no  real  per- 
sonal sacrifice. 

The  amount  of  concrete  wealth  that  a  man  can  have  or 
wish  to  have  is  limited  by  the  responsibilities  involved  in 
utilizing  it,  a  function  which  can  never  be  wholly  dele- 
gated to  others.  The  development  of  abstract  property 
removes  this  natural  limitation  on  the  agglomeration  of 
riches  and  makes  degree  of  accumulation  more  exclus- 
ively dependent  on  commercial  instincts.  The  number 
representing  a  man's  property  interests  can  take  on  a 
few  more  figures  without  appreciably  increasing  the 
amount  of  care  required.  A  foundation  of  paper,  or 
other,  abstract  property  once  started,  the  increase  of  the 
amount  of  riches  so  composed  may  proceed  smoothly. 
The  care  of  it  may  be  turned  over  to  financial  experts. 
Even  in  this  respect,  small  savers,  perhaps  from  salaries, 
are  at  some  disadvantage,  for  in  order  to  have  safety 
they  must  take  the  savings-bank  rate.  On  the  subjective 
side,  as  regards  capacity  to  make  sacrifices,  they  are  better 
equipped  for  the  competition  than  the  rich.  But  they 
have  only  begun  to  interest  themselves  in  abstract  prop- 
erty. Whatever  may  be  the  future,  so  far  it  appears  that 
the  great  fortunes  have  been  those  chiefly  benefited  by  the 
evolution  of  abstract  property. 
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§  4.     The  Constituent  Elements  of  Large  Fortunes. 

Three  possible  constituent  elements  of  riches  are :  con- 
sumers' goods,  concrete  possessions  of  producers'  goods, 
and  abstract  property  in  means  of  production. 

The  sum  of  values  contained  in  goods  ready  for  con- 
sumption and  in  the  hands  of  the  consumer  can  only  be 
matter  of  conjecture.  It  is  probably  greater  in  propor- 
tion to  population  than  it  was  fifty  or  a  hundred  years 
ago,  but  on  the  average  not  very  much  greater.  An 
urban  and  industrial  population  has  a  greater  tendency 
to  live  from  hand  to  mouth  as  regards  concrete  supplies, 
giving  over  to  dealers  the  function  of  keeping  "stores". 
The  custom  of  providing  large  stores  of  linen  and  bed- 
ding— especially  in  preparation  for  marriage,  perhaps 
large  enough  to  last  the  couple  for  life — declined  along 
with  the  practice  of  spinning  in  the  household.  For  the 
rich,  no  doubt,  accumulations  of  consumption  goods  are 
absolutely  greater,  but  still,  a  priori,  we  should  hardly 
expect  a  marked  increase  to  be  characteristic  of  the  pres- 
ent age.  Pomp  and  plenty  and  love  of  display  are  more 
characteristic  of  the  rich  of  barbarous  ages  and  peoples. 
Doubtless  in  the  finer  forms  of  art  there  has  been  an 
increase  in  values,  but  rather  by  a  bidding  up  of  prices 
through  increased  numbers  of  the  rich  than  by  changed 
tendencies  in  their  expenditure.  The  same  may  be  said 
of  the  value  of  dwellings,  but  this  is  for  present  purposes 
hardly  to  be  regarded  as  of  a  non-investment  character, 
since  realty  is  so  decidedly  a  commercial  asset.  In  terms 
of  value,  the  less  cost  of  goods  produced  under  the  fac- 
tory system  should  bring  about  a  decline  in  the  per  capita 
of  consumables. 

There  is  clearly  a  tendency  to  an  increase  in  the  import- 
ance and  relative  amount  of  producers'  as  compared  with 
consumers'  goods.     This  is  characteristic  of  the  present 
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age  of  "capitalism",  in  which  the  workman  tends  tj 
become  the  adjunct  of  the  machine.  Capital  played  but 
an  insignificant  part  in  the  handicraft  economy  of  the 
middle  ages.  While  the  difference  cannot  be  measure '1 
statistically,  the  present  requirement  would  doubtless  be 
expressed  as  many  times  a  multiple  of  the  mediaeval  out- 
lay, rather  than  as  a  percentage  increase.  Even  a  decade 
now  brings  a  notable  increase. 

An  estimate  for  Great  Britain  and  Ireland  shows  an 
increase  in  the  income  from  capital  in  59  years  of  about 
two  hundred  per  cent.,  while  population  increased  fifty- 
six  per  cent.^'*     Taking  account  of  the  fall  in  interest 

"The  table  below  is  derived  from  British  income-tax  statistics  by- 
following  a  method  of  Giffen's.  He  assigns  certain  schedules  and 
items  to  one  or  the  other  class  of  incomes  and  divides  others  accord- 
ing to  a  fixed  proportion. 

An  Attempt  to  Distinguish  "Income  from  Idle  Capital  (including 
land)  from  income  which  is  derived  not  so  much  from  the  cap- 
ital itself  as  from  the  labor  bestowed  in  using  the  capital,"  and 
thus  to  separate  the  former  from  other  sorts  of  income  reported 
in  the  gross  income-tax  schedules  of  the  United  Kingdom. 

Ratio  From  Ratio 

From     Percent.  to  salaries,  Percent.  to  Pop. 

Year.  Capital,    of  Total.         Pop.  etc.        of  Total.  Pop.        Total,     (in  thous.) 

(million  pounds)  (million  pounds)  (million  pounds) 

1843 188.5    66.9     70.2     93.5    33.1    34.8    282     26,841 

1862 252.5    70.1     86.5    107.5    29.9    36.8    360     29,183 

1881 407     69.7    I16.6    177     30.3    50.7    584     34,885 

1901-2...     560         64.7      133.9      306         35-3      73-2      866         41,831 
%  last  of 

first...      298  327  307  156 

The  figures  for  '43,  '62,  and  '81  are  those  calculated  by  Giffen  and 
presented  in  the  Jr.  Roy.  Stat.  Soc,  1883,  pp.  617-8.  The  figures  for 
1901-2  were  obtained  from  the  U.  K.  Statistical  Abstract  for  1903 
(pp.  38-9)  by  following  the  same  method,  and  assuming  that  Sched- 
ule B  is  to  be  apportioned  the  same  as  in  1881.  Of  course  they  are  only 
rough  approximations,  but  the  error  should  be  in  the  same  direction 
in  all  cases  and  hence  should  not  affect  the  comparison  appreciably. 
Values  are  given  in  nearest  millions  of  pounds.  Population  is 
added  for  purposes  of  comparison.  It  is  estimated  by  simple  arith- 
metical interpolation,  for  the  census,  not  for  the  fiscal,  year. 
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rates,  the  corresponding  capital  must  have  increased  much 
more.  Great  Britain,  too,  was  the  leader  in  industrializa- 
tion and  much  farther  advanced  than  any  other  country 
at  the  earlier  date.  In  1688  the  per  capita  wealth  of 
England  was  60  pounds.  In  1800  that  of  Great  Britain, 
after  making  allowance  for  a  change  in  the  value  of 
money,  was  equivalent  to  113  pounds.  Giffen's  estimate 
of  1885  gives  270  pounds  per  capita  for  the  United  King- 
dom and  415  pounds  for  England  by  herself.  At  this 
date  85  per  cent,  of  the  total  was  income-yielding  capital. 
For  1901-2  Giffen's  estimate  assigns  to  the  United  King- 
dom a  per  capita  wealth  of  about  360  pounds. ^^ 

It  is  not  impossible  that  income  from  labor  is  increasing  at  a 
slightly  more  rapid  rate  in  the  United  Kingdom  than  is  income  from 
capital.  But  it  should  be  expected,  as  a  result  of  improving  methods 
of  administration  and  other  causes,  that  the  gross  assessments  to 
the  income  tax  are  becoming  more  and  more  inclusive  of  the  incomes 
of  the  British  people.  The  growth  of  the  salaried  class  must  tend  to 
bring  more  incomes  from  labor  into  both  the  gross  and  the  taxed 
assessment.  It  is  predominatingly  labor  incomes  that  are  about  the 
margin.  Hence  it  is  not  proved  that  income  from  labor  has  been 
increasing  at  a  more  rapid  rate  than  income  from  capital.  Even  if 
it  has,  the  rate  of  growth  of  income-yielding  property  must  still  be 
considerably  more  rapid  than  is  the  increase  of  labor  income.  For 
the  rate  of  interest  has  been  declining  decidedly,  as  is  proved  by 
prices  of  British  Consols,  and  yet  the  amount  of  interest-income  has 
greatly  increased,  and  the  proportion  of  interest  to  all  income 
assessed  has  barely  declined.  The  amount  of  capital  must  have 
increased  very  greatly. 

^°  Giffen  estimated  the  value  of  the  United  Kingdom  "as  a  going 
concern"  for  the  year  1885  at  10,000  million  pounds.  Of  this  he 
says  8,500  million  pounds  was  income-yielding  capital.  (Growth  of 
Capital,  p.  28.)  His  most  recent  estimate,  for  the  year  1901-2,  puts 
the  sum  at  15,000  million  pounds.  If  the  proportion  of  income-yield- 
ing wealth  remains  the  same — we  should  expect  it  to  become  slightly 
larger — it  is  12,750  million  pounds. 

Some  earlier  estimates  are  accepted  by  Giffen  as  reliable  and 
comparable  with  his  own.  For  1688  Gregory  King's  estimate  was 
320,000,000  pounds,  or  60  pounds  per  head  for  England,  as  compared 
with  the  1885  average  of  270  pounds  per  head  for  the  United  King- 
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In  the  United  States  the  per  capita  wealth  has  appar- 
ently been  multiplied  very  nearly  four  times  in  the  last 
half  century,  from  $308  in  1850  to  $1318  in  1904.^^ 
Whether  the  per  cent,  that  is  income-yielding  has  changed 
is  a  question.  It  has  probably  not  changed  enough  to 
affect  appreciably  the  comparative  figure  for  successive 
decades. 

Capital  is  more  important  than  ever  before,  both  in 
production  and  in  distribution.  Since  consumers'  goods 
are  in  general  more  personal  and  less  disposable  with 
reference  to  time  and  place  as  regards  the  benefit  they 
may  yield,  they  are,  on  the  whole,  less  susceptible  of  con- 
centration than  producers'  goods.      This   refers   to  the 

dom  and  415  pounds  for  England  alone.  Giffen  thinks  "the  question 
of  changes  in  the  purchasing  power  of  money  does  not  affect  the 
comparison."     (Ibid.,  pp.  75,  80,  82.) 

Beeke's  estimate  for  1800  is,  Giffen  believes,  after  deducting  the 
national  debt  and  the  like,  "on  all  fours"  with  his  own  estimates 
(pp.  95,  100).  This  assigns  to  Great  Britain — the  estimate  does  not 
include  Ireland — 1740  million  pounds.  This  is  170  pounds  per  head. 
Allowing  for  a  rise  in  prices  of  50  per  cent,  per  head  (p.  99),  the 
per  capita  amount  would  be  113  pounds,  as  compared  with  King's  60 
pounds  per  head.  To  compare  the  1800  estimate  directly  with  that 
for  1885,  there  should  be  allowance  for  a  fall  in  prices  (p.  iii). 

^  For  the  United  States  we  have  no  such  data  for  measuring  the 
growth  of  capital  as  for  England.  There  are  only  the  census  statis- 
tics of  the  amount  of  real  and  personal  property  for  the  last  half 
century.  These  figures  are  as  follows  (nth  Census,  Wealth,  Debt 
and  Taxation,  Pt.  II,  p.  14;  1907  Report  on  same,  p.  27;  estimate  of 
population  in  1904  from  Census  Bui.  71,  p.  16)  : 

Amount  in  millions 
Year  of  dollars.  Per  capita. 

1850 7,136  $308 

i860 16,160  514 

1870 30,068  780 

1880 43,642  870 

1890.  .■ 65,037  1036 

1900 88,518  I.165 

1904 107,104  I318 

The  earlier  figures  are  probably  not  so  complete  as  the  later. 
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physical  side.  On  the  economic  side  the  modern  mechan- 
ism of  investment  gives  a  sure  reward  for  postponement 
of  enjoyment.  Hence  conditions  both  negative  and  pos- 
itive favor  increased  accumulations  of  producers'  goods. 
Within  the  sphere  of  capitalistic  income,  abstract-prop- 
erty income  is  of  increasing  relative  importance.  Ab- 
stract-property income  is  itself  distinctly  modern.  The 
mediaeval  mind  looked  askance  at  such  a  thing.  Attempts 
to  suppress  it  were  in  a  way  successful.  By  enforcing 
most  of  the  disadvantages  of  direct  administration  of 
capital  and  by  adding  some  others,  they  caused  a  risk  on 
the  part  of  the  mere  "money-lender"  and  an  irregularity 
in  his  income  such  as  practically  to  destroy  its  abstract- 
property  character.  Government  debts  reached  note- 
worthy dimensions  a  century  or  two  ago,^'^  and  have  since 
then  been  a  settled  form  of  investment,  always  increasing 
in  amount.^^  These  for  long  held  the  field  as  the  domi- 
nant type  of  sources  of  abstract-property  income.^^  The 
nineteenth  century  saw  an  enormous  development  of 
transportation  companies,  whose  stocks  and  bonds,  where 
such  undertakings  are  not  governmentally  owned,  have 
now  become  the  principal  form  for  such  investment.  In 
the  United  States  more  than  one-tenth  of  the  total  wealth 
of  the  country  is  represented  by  the  single  item  of  steam 
railroads.    "Industrials"  have  only  recently  acquired  some 


^^  Contemporaneously  with  this  and  before,  property  in  purchas- 
able offices  was  important.  D'Avenel,  perhaps  exaggerating,  esti- 
mates their  value  in  France  at  the  time  of  their  suppression  by  the 
Revolution  at  8  billion  francs. 

^Tor  statistics  of  debts  see  below,  footnote  at  p.  122. 

^^  It  is  noteworthy  that  Hamilton  assumed  in  his  statement  of  the 
advantages  of  a  funded  public  debt — which  he  claimed  facilitated 
business  enterprise  through  making  possible  the  ready  provision  of 
capital  as  needed — that  there  existed  no  other  form  of  transferable 
security  in  appreciable  amount.  See  the  Report  on  Public  Credit, 
Works,  II,  p.  52  ff. ;  also  the  Report  on  Manufactures. 
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standing  with  the  "general  pubhc"  of  abstract-property 
seeking  investors.  But  the  United  States  Steel  Corpora- 
tion has  a  capitalization  of  a  billion  and  a  half,  and  the 
market  value  of  its  securities  is  now  "growing  up"  to- 
wards a  billion  dollars.  The  corporate  form  of  indus- 
trial organization  was  until  recently  so  little  a  matter  of 
course  that  it  was  not  until  1855  that  the  most  advanced 
of  industrial  countries  provided  for  incorporation  with 
limited  liability  by  registration  under  general  law  instead 
of  by  special  Act  of  Parliament.  The  states  of  the  United 
States  and  other  countries  have  done  the  like.  Hence  the 
stock-and-bond,  that  is,  the  abstract-property,  character, 
of  the  organization  of  modern  commercial  and  industrial 
enterprise. ^*^  There  is  also  the  tendency  to  get  from  real 
estate  an  increasing  yield  of  abstract  property  by  way  of 
the  mortgage.  An  ever  greater  part  of  property  and 
capital  is  passing  over  into  the  form  of  "paper  prop- 
erty".^i 

This  great  growth  of  intangible  "wealth"  has  of  course 
been  reflected  in  economic  theory.  Hence  the  doctrine  that 
"capital"  is  an  immaterial  sum  of  value  to  be  conceived 
separate  from  its  concrete  embodiment.  Among  contem- 
porary Americans,  Professors  Clark  and  Fetter  are  the 
leading  advocates  of  the  view  that  makes  it  simply  ab- 
stract quantum  of  income-yielding  value. 

The  commonness  of  the  designation  "capitalist",  its 
comparatively  recent  origin,  its  connotation  that  the  one  to 

*°Giffen  (Growth  of  Capital,  p.  47)  found  that,  in  the  interval  of 
ten  years  between  a  former  estimate  of  the  wealth  of  the  United 
Kingdom  and  his  estimate  of  1885,  there  was  a  change  in  the  public 
estimation  of  forms  of  investment  such  that  land  sold  for  fewer 
years'  purchase  and  stock  exchange  securities  for  more. 

*^  Schmoller  estimates  that  100  years  ago  "perhaps  a  few"  (viel- 
leicht  einige),  to-day  in  Germany  17  per  cent.,  in  England  40  per 
cent.,  of  all  wealth  has  taken  the  form  of  negotiable  securities. 
Grundriss,  p.  642. 
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whom  it  is  applied  is  not  only  a  possessor  of  some  capital 
but  is  rich, — all  these  things  suggest  a  direct  connection 
between  the  growth  of  capital  and  the  increase  of  large 
fortunes.  Large-scale  production  is  inimical  to  the  small 
owner  of  concrete  capital.  The  great  increase  of  capital 
in  response  to  modern  technological  requirements,  at  least 
in  those  stages  of  its  development  so  far  reached,  has 
meant  an  increase  in  the  number  of  the  rich.  Not  only 
the  growth  of  capital,  but  also  the  shift  in  modes  of  own- 
ership, within  the  sphere  of  capital,  in  the  direction  of 
abstract  property,  has  been  such  as  to  favor  large  accu- 
mulated acquisitions.  This  appears  actually  to  have  been 
the  dominant  tendency  in  developments  up  to  this  time, 
though  it  is  not  essential  to  the  nature  of  abstract  prop- 
erty. Unlike  concrete  wealth,  which  carries  with  it  the 
responsibility  of  administration,  abstract  property  is  sus- 
ceptible either  of  indefinite  and  equal  subdivision,  or  of 
any  degree  of  concentration. 

It  is  difficult,  on  account  of  the  necessity  of  being  con- 
tent for  the  most  part  with  statistics  in  which  the  only 
distinction  is  between  realty  and  personalty,  to  establish 
with  absolute  convincingness  a  greater  tendency  to  con- 
centration in  the  ownership  of  abstract  than  of  other 
property.  City  real  estate  may  have  substantially  the 
nature  of  abstract  property.  Ground  rents  are  clearly 
abstract-property  income.  Under  personalty,  on  the  other 
hand,  are  included  not  only  stocks  and  bonds,  but  furni- 
ture and  personal  effects,  which  are  the  most  concrete  of 
concrete  wealth.  It  is  thus  strongly  significant  that,  al- 
though very  small  estates  are  most  likely  to  consist  of 
nothing  but  personalty,  the  very  large  estates  have  a 
much  larger  proportion  of  personalty  than  the  smaller. 
In  New  York  State  three-fourths  of  the  value  of  large 
estates,  those  of  $50,000  or  more,  is  personalty,  and  one- 
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fourth  is  realty.  In  the  small  estates,  those  under  $5,000, 
these  proportions  are  reversed,  three-fourths  being  realty 
and  one-fourth  personalty.  Probably  more  than  four- 
fifths  of  the  personalty  of  large  estates  is  paper  property, 
that  is,  notes  and  mortgages,  stocks  and  bonds,  and  the 
like.^^    The  amount  held  by  the  average  owner  of  Amer- 

*^  Certain  statistics  of  probated  estates  in  New  York  are  especially 
important,  because  they  show  the  proportions  of  personalty  and 
realty  in  large  and  small  estates  respectively,  and  thus  indicate  in 
which  form  of  property  there  is  the  greater  tendency  to  concentra- 
tion. (The  1894  Report  of  the  Bureau  of  Statistics  of  Labor  of 
Mass.  classifies  real  and  personal  estates  separately  by  size,  but  gives 
only  average  values,  not  the  numbers  of  estates  in  the  different 
classes !) 

Statistics  of  Large  Estates   (i.  e.,  over  $50,000)  Figures  for  the 

of  decedents  in  New  York  City  for  the  two  same    less    the 

years  Oct.  1892  to  Sept.  1894.     (Spahr,  Distri-  Gould  estate, 
bution  of  Wealth,  p.  60.) 

Per  cent.  Per  cent. 

Number    631                                            630 

Total  value $210,052,938                           $138,052,938 

Realty  48,056,562  23                46,056,562            33 

Personalty  161,996,376  77               91,996,376            67 

The  Gould  estate  contained  $2,000,000,  or  3  per  cent.,  realty,  and 

$70,000,000,  or  97  per  cent.,  personalty. 

Statistics  Exhibiting  the  Distribution  of  Property  in  Estates, 
WITH  division  into  PERSONALTY  AND  REALTY,  for  October,  No- 
vember, and  December,  1892,  compiled  from  the  records  of  36 
counties  of  New  York  State.     (Spahr,  footnote,  p.  64.) 

Estates.  Number.       Per  cent.  Totals.         Per  cent. 

$50,000  and  over 116      3     $28,215,274     67 

$50,000  to  $5,000 768     23      10,811,845     26 

Under  $5,000  ' 2467     74      3,187,300      7 

3351  $42,214,419 

Distribution  Dstbn.        Per  cent,  within  classes. 

Realty.  per  cent.  Personalty.  per  cent.         Realty.      Personalty. 

$9,532,540     59     $18,672,734      72  34     66 

5,640,408      34      5,171,437      20      52      48 
1,165,965      7      2,021,335      8      37  63 

$16,338,813  $25,865,506 
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ican  railway  stock  is  probably  not  less  than  $20,000.'^^ 
The  average  value  of  the  American  farm  with  its  build- 
ings is  a  trifle  less  than  $3,000.     The  common  belief  that 

Spahr  (pp.  64-5)  believes  that  these  figures  cannot  be  accepted  as 
representing  the  exact  truth,  and  suggests  the  following  modifica- 
tions, for  the  reasons  given:  "(i)  The  small  holdings  of  real  estate 
should  be  increased  about  one-half,  because  of  the  failure  to  record 
real  estate  in  many  of  the  rural  counties.  It  is  chiefly  the  small 
holdings  of  realty  that  fail  to  be  recorded.  [An  executor  must  give 
bond  in  proportion  to  the  personalty.]  (2)  The  small  holdings  of 
personalty  should  be  reduced  about  one-half,  because  the  returns 
cover  the  gross  possessions  of  the  decedents.  The  small  estates  are 
preeminently  the  estates  of  borrowing  shop-keepers  and  farmers. 
Often  the  payment  of  their  debts  leaves  no  personalty  whatever,  and 
lessens  the  amount  of  realty.  Large  holdings,  on  the  other  hand, 
are  returned  as  low  as  possible,  in  order  to  avoid  the  inheritance 
tax  on  personal  estates  above  $10,000.  All  the  surrogates'  clerks 
reporting,  state  that  the  small  estates  are  somewhat  smaller  than 
returned,  and  the  large  estates  somewhat  larger.  No  correction, 
however,  need  be  made  in  the  aggregate  holdings  of  any  class.  It  is 
only  the  relative  proportions  of  realty  and  personalty  that  need  to 
be  changed."    The  corrected  table,  with  percentages  added,  follows : 


Estates.  Rea'ty. 

$50,000  and  over  $2,250,000 
$50,000  to  $5,000  3,000,000 
Under  $5,000  .. .      1,500,000 


Per  cent, 
distribution.  Personalty. 

Percertt. 

Per  ceot. 

within 

classes. 

RIty.     Pers. 

2i-Z        $6,750,000 

73-0 

25        75 

44.5          2,000,000 

21.6 

60        40 

22.2             500,000 

5-4 

75        25 

$6,750,000  $9,250,000 

This  is  the  table  which  Spahr  holds  to  be  representative  of  the 
distribution  of  wealth  in  the  country  at  large.  New  York  City  having 
a  higher  degree  of  concentration.  Spahr  does  not  appear  to  relate 
this  noticeably  greater  degree  of  concentration  in  personalty  to  the 
enormous  increase  in  the  amount  of  personalty  in  the  last  century. 
To  do  so  is  a  great  step  towards  explaining  concentration.  The 
last  "corrected"  table  is  all  the  more  significant  because  Spahr 
makes  no  use  of  the  greater  concentration  of  personalty  resulting, 
so  there  is  no  likelihood  of  bias  in  the  change.  The  increase  in  the 
proportion  of  personalty  with  the  increase  in  the  size  of  the  estate 
is  much  more  uniform  after  the  correction.  But  it  may  very  well  be 
that  there  is  a  larger  percentage  of  personalty  in  very  small  estates, 
since  they  must  consist  mainly  of  personal  effects,  furniture,  tools, 
and  the  like,  all  of  which  are  concrete  personalty. 
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the  ownership  of  paper  property  is  greatly  concentrated 
is  well  grounded. 

The  fact  of  a  tremendous  increase  in  personalty,  of 

Even  for  the  larger  estates  the  difference  between  realty  and  per- 
sonalty as  regards  degree  of  concentration  does  not  express  ade- 
quately the  tendency  of  abstract  property,  for  the  ownership  of 
urban  realty  is  likely  to  take  on  abstract  property  characteristics. 
The  value  of  urban  realty  also,  like  the  amount  of  paper  property, 
has  increased  at  a  disproportionately  rapid  rate  in  the  last  half- 
century.  Further  tables  which  suggest  certain  significant  compari- 
sons between  city  and  country  as  regards  what  economic  classes  are 
most  likely  to  acquire  the  different  kinds  of  property  are  given  else- 
where in  this  essay.  (Footnote  at  pp.  80-1.)  It  appears  to  be  difficult 
for  small  property-holders  to  acquire  realty  in  a  large  city  like  New 
York. 

It  would  be  desirable  to  separate  the  figures  for  the  ownership  of 
legal  claims  upon  wealth,  "paper  property,"  that  is,  from  other  per- 
sonalty. But  in  the  larger  estates  personal  effects  are  of  relatively 
little  weight,  and  it  is  doubtless  the  abstract  personalty  that  accounts 
for  the  concentration. 

It  is  unfortunately  not  possible,  though  the  data  are  to  be  had 
from  existing  records,  to  give  detailed  statistics  of  the  components 
of  estates  by  size.  The  writer  has  collected  the  following  facts  for 
appraised  values  of  estates  recorded  in  the  surrogate's  office  at 
Ithaca,  N.  Y.  The  estates  to  which  they  relate  are  28  in  number, 
and  exceed  $ro,ooo  in  value,  three  being  over  $50,000,  the  largest  of 
which  is  $71,182.  In  this  number  are  included  all  estates  recorded  at 
Ithaca  up  to  the  spring  of  1906  and  since  the  state  law  has  required 
accurate  appraisals  of  real  as  well  as  of  personal  property,  the 
period  covered  being  thus  about  two  years.  Following  are  the 
classified  values  of  these  estates : 

Amounts.  Percent. 

Realty     $192,696  23.5 

Urban    $129,642  15.8 

Rural 63,054  7-7 

Personalty   625,879  76.5 

Personal  effects,  stocks  of  goods, 

and  implements  24,205  3.0 

Cash  and  deposits 80,657  9.8 

Bonds,  stocks,  mortgages,  notes, 

and  interest  on  same 509,896  62.3 

Insurance  11,121  1.4 

Totals   $818,575  loo.o 
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which  there  is  clear  evidence  in  all  the  statistics  obtainable, 
is  to  be  associated  with  its  high  degree  of  concentration. 
This  increase,  we  know,  has  been  an  increase  of  paper 

It  is  not  in  the  least  probable  that  the  proportions  of  the  different 
kinds  of  property  owned  by  individuals  in  the  county  as  a  whole  at 
all  correspond  to  these.  The  figures  suggest  that  to-day  even  a  well- 
to-do  middle  propertied  class  must  be  based  upon  abstract  property. 
The  statistical  basis  is  too  small  for  a  general  conclusion,  but  the 
figures  presented  are  of  considerable  symptomatic  value. 

Is  it  claiming  too  much  to  assert  that  it  is  the  duty  of  the  State 
of  New  York  to  compile  and  classify  the  excellent  material  recently 
accumulated  in  its  surrogate  court  records  in  a  way  to  show  the 
present  ownership  by  economic  classes  of  the  ditferent  kinds  of 
property?  Such  statistics  would  be  of  great  value  from  the  point  of 
view  of  financial  administration  as  well  as  of  extraordinary  scientific 
interest. 

"  Statistics  of  the  number  of  stockholders  of  American  railways  in 
1904  were  compiled  by  the  Interstate  Commerce  Commission.  (58th 
Congress,  3rd  session.  Senate  Documents  No.  188,  p.  i.)  The  number 
was  327,851.  Doubtless  there  are  many  owners  of  stocks  of  several 
railways  counted  twice.  Some  of  the  holders  must  be  corporations. 
Railway  corporations  are  doubtless  included  in  the  number.  In  the 
case  of  stock  in  the  hands  of  trustees,  the  Commission  has  included 
the  number  of  beneficiaries,  so  far  as  ascertained,  instead  of  the 
number  of  trustees.  At  this  time  the  par  value  of  the  stocks  of  the 
railways  of  the  United  States  was  $6,339,899,329.  (Rept.  on  Statistics 
of  Rys.  for  1904,  p.  292.)  This  gives  $19,338  of  stock  for  the  average 
stockholder,  making  no  allowance  for  duplications.  The  amount  of 
stocks  not  owned  by  railway  corporations  was  $4,397,040,970.  (Sta- 
tistics of  Rys.,  p.  58.)  The  quotient  of  this  amount  divided  by 
327,851  is  13,412.  The  true  quotient  for  individual  holdings  is 
between  19,338  and  the  smaller  number,  doubtless  nearer  the  latter, 
since  the  holdings  of  one  railroad  in  the  stock  of  another  are  usually 
either  nil  or  large.  But  the  true  quotient  is  not  the  true  average. 
Probably  most  individual  owners  of  railway  stock  own  in  more  than 
one  railway.  The  stock  of  American  railways  as  a  whole,  too, 
appears  at  this  date  to  have  been  somewhat  above  par,  since  the  par 
of  railway  securities  owned  by  the  public  was  then  $9,585,467,711. 
(Stat,  of  Rys.,  p.  58),  while  the  commercial  value  of  railways  was 
$11,244,852,000.  (Census  Bui.  21,  p.  8.)  The  average  owner  probably 
possesses  more,  rather  than  less,  than  $20,000  worth  of  such  stock. 
There  is  thus  little  ground  for  the  claim  that  the  ownership  of 
American  railways  is  greatly  decentralized  and  an  interest  of  the 
people  rather  than  of  the  rich. 
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property.  A  century  ago,  though  pubHc  debts  were  al- 
ready of  importance,  this  development  had  scarcely  begun. 
The  title  to  not  less  than  half  of  the  total  wealth  of  the 
United  Kingdom  has  now  taken  this  form.^^     The  pro- 

The  amounts  in  which  United  States  bonds  were  held  by  private 
individuals  in  1880  should  also  be  noted.  The  average  for  male 
holders  is  $7742;  for  female  holders,  $3081.  But  830  male  and  168 
female  holders  of  over  $50,000  each  owned  $176,239,350  and 
$23,344,900,  respectively,  out  of  a  total  for  males  of  $327,185,500, 
and  a  total  for  females  of  $90,353,350.  (loth  Census,  vol.  VII,  p. 
491.)  Bonds  issued  by  the  government  of  his  own  country  are  in 
general  the  favorite  form  of  abstract-property  investment  for  the 
conservative  person  of  small  means. 

"  The  relative  amount  of  personalty  and  the  rate  of  its  increase 
may  be  exhibited  statistically. 

Porter,  in  1843,  on  the  basis  of  probate  statistics,  estimated  the 
value  of  personal  property  in  Great  Britain  at  1,200,000,000  pounds 
for  1814,  and  at  2,000,000,000  for  1841.  (Vol.  Ill,  p.  127.)  Of  this 
Scotland  had  somewhat  more  than  one-twentieth.  Porter  adds  (p. 
128)  that  760,000,000  pounds  is  the  amount  due  the  national  creditors, 
which  factitiously  [j/c.']  raises  the  amount  of  personal  property. 
The  great  proportion  of  government  bonds  in  the  personalty  is 
notable.  The  proportion  was  not  less — the  debt  was  actually  some- 
what greater — in  1815,  hence  the  growth  of  personalty  other  than 
government  bonds  was  greater  than  appears.  The  value  of  real 
property  for  England  and  Wales  Porter  estimates  for  1841  at 
I >563, 500,750  pounds  (p.  136).  So  the  value  of  the  personalty 
already  somewhat  exceeded  that  of  the  realty.  There  is  probably 
some  duplication  in  these  figures,  and  more  likely  an  overestimation 
of  realty,  from  our  point  of  view,  and  an  underestimation  of  per- 
sonalty. In  1841  England  was  far  ahead  of  other  nations  in  indus- 
trial and  commercial  development.  Her  large  manufacturing  capital 
was  chiefly  concrete  personalty  and  her  transportation  and  many 
other  commercial  enterprises  were  already  organized  as  joint-stock 
companies. 

The  situation  some  sixty  years  later  is  indicated  by  the  following 
statistics.  The  capital  value  upon  which  estate  duty  was  paid  in  the 
United  Kingdom  in  1902-3  was  (Com.  Inland  Rev.,  p.  80)  : 

Personalty    211,148,000  76.2% 

Realty    64,436,000  23.8% 

Total    275,584,000  100. 
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portion  of  personalty  which  is  abstract  property  ap- 
proaches three-fourths.  Of  the  productive  capital  of  that 
country  considerably  more  than  half  must  be  covered  by 
securities  and  evidences  of  indebtedness.  For  France  the 
proportion  is  not  so  large,  being  nearly  two  fifths,  but  it  is 
rapidly  increasing.'*^     The  tendency  towards  paper  prop- 


More  than  three-fourths  of  the  property  owned  by  residents  of  the 
United  Kingdom  is  probably  personalty.  The  figures  for  England 
alone  are : 

Personalty  180,022,000  77% 

Realty   54,192,000  22,% 

Total    234,214,000  100 

Changes  in  the  character  of  the  tax  prevent  carrying  back  the  com- 
parison in  this  form.  Of  course  much  real  property  owned  by 
corporations  is  mobilized  as  stocks.  But  the  form  of  ownership  is 
the  point  in  which  we  are  interested.  In  such  a  case  there  is  no 
duplication.  In  the  case  of  mortgages  there  is  more  likely  to  be; 
but  the  above  British  probate  statistics  reckon  only  net  values.  There 
is  much  likelihood  of  some  concealment  of  securities,  and  thus  of  a 
diminution  of  the  apparent  proportion  of  these. 

Of  the  182,452,479  pounds  of  personal  estate  situated  in  the  United 
Kingdom  passing  by  will  or  intestacy  in  1902-3 — that  is,  not  including 
that  situated  abroad  nor  inter  vivos  gifts — about  70  per  cent,  as 
classified,  is  paper  property.  (Com.  Inland  Rev.,  p.  92.)  This  esti- 
mate reckons  as  paper  property:  stocks  and  funds  of  the  United 
Kingdom,  and  of  other  countries,  shares  or  debentures  of  public  com- 
panies, mortgages,  bonds,  bills,  notes  and  other  securities,  life  insur- 
ance policies,  ships  or  shares  of  ships — in  all  amounting  to  125,600,000 
pounds.  Other  items  that  are  more  than  doubtful,  especially  the 
large  amount  of  "cash  at  the  bankers,"  are  reckoned  as  concrete 
wealth.  So  70  per  cent,  is  a  conservative  figure.  70-100  of  76  per 
cent,  is  53  per  cent.  From  this  it  appears  that  more  than  half  of 
the  total  wealth  of  the  United  Kingdom  is  paper  property. 

*^  For  France,  in  the  official  Annuaire  statistique  de  la  France  for 
1903  (Vol.  XXIII,  at  pp.  66*  and  67*)  is  a  table  relating  to  succes- 
sions, from  which  the  following  data  are  extracted.  Ratios  are 
added : 
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erty  is  world-wide.'*'^    Though  the  obtainable  data  are  not 

Valeurs  Per  cent,  later  of  earlier 

mobi  ieres,  amount, 

fonds  d'Ktat,  For                             For 

actions,  each                           whole 

Years.                                 obligations.  division.                      period. 

1851-5 IO2.9mil.fr.  ...  

1874-6 516.0  501  

1899 2081.6  403  2023 

Biens  meubles 

not  valeurs  mob.  Per  cent,  securities 
Total              (i.  e  ,  dif.  bet.  etc.,  of 

biens  preced'ng  total  person- 

meubles.  amounts.)  alty. 

185I-5 843.6  740.7  12.2 

1874-6 2006.2  1490.2  25.7 

1899 3724-0  1642.4  55.9 

Per  cent,  later  of  earlier  amt. 
Biens  imraeubles.  Ea.  div.  Whole  per. 

1851-5 I218.O  

1874-6 2289.5  188.8  

1899 3042.4  132.9  249.9 

Per  cenl.  person-      Per  cent,  securities, 
Total  sue-  alty  of  etc.,  of 

cessions.  total.  total. 

1851-5 2061.S  40.9  5.0 

1874-6 4295.6  46.7  12.0 

1899 6766.4  55.0  30.8 

Thus  is  traced,  with  a  high  degree  of  certainty  as  to  the  propor- 
tions, the  shift  towards  personalty  and  towards  paper  property  in 
France  in  the  latter  half  of  the  nineteexith  century.  It  is  especially 
securities  and  the  like  that  may  be  concealed  to  escape  taxation,  and 
they  are  therefore  presumably  underestimated  in  the  above  returns. 
And  the  method  of  assessment  is  believed  to  rate  realty  too  high. 
(Foville,  1893,  p.  602.)  Thirty  per  cent,  is  probably  a  low  figure  for 
the  proportion  of  valeurs  mobilieres  to  French  wealth.  Using  Ney- 
marck's  figure  of  90  billion  francs  for  valetirs  mobilieres  and  assum- 
ing a  total  of  230  billions  for  the  national  wealth,  we  obtain,  as  the 
per  cent  of  valeurs  mobilieres,  39.1.  (Gide,  Principes  d'economie 
politique,  ed.  1905,  p.  407,  uses  this  proportion.  The  figure  for  total 
wealth  is  doubtless  Foville's  increased  a  little  for  time  elapsed.  The 
90  billions  is  Neymarck's  estimate.)  The  proportion  of  the  produc- 
tive capital  of  France  covered  by  paper  property  is  of  course  much 
more  than  that. 

France  is  not  a  land  in  which  the  corporate  form  of  business 
organization  flourishes  as  in  the  United  States  or  Great  Britain. 
Great  Britain  is  probably  also,  as  yet,  a  larger  holder  of  foreign 
securities  than  France. 

**  For  Germany  it  is  not  easy  to  test  definitely  the  tendency  to  a 
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entirely  to  the  point,  the  United  States  is  probably  not  far 
behind   France.'*'^     Clearly   here   is   one   important   clew 

disproportionate  increase  of  personalty  or  of  securities.  I  will  give 
only  the  following  summary  statement  of  Schmoller  (p.  642)  : 
"Christians  has  estimated  for  Germany  30  billion  marks  in  German, 
besides  10  billion  in  foreign,  securities,  together  40  billion  out  of  a 
national  wealth  of  175  or  200  billion  marks.  But  in  these  40  billions 
mortgages,  savings-bank  acknowledgements,  and  the  like,  are  not 
included." 

Neymarck  in  1901  made  the  following  estimates  for  securities  dealt 
in  and  owned  in  various  European  countries  (Bui.  Inst.  Internat. 
Statist.,  XIII,  pt.  Ill,  p.  170)  : 

Total  des  litres 
appartenant  en 

propre  au.\  Na-  Total 

t'.onaux.  des  litres  cotes. 

(In  billions  of)  Fiancs.        Dollars.  Fr.  Dol. 

Great  Britain  120  24  215  43 

France    90  18  135  27 

Germany    45  9  80  16 

Total  for  above 255  51  430  86 

Russia,  Austria-Hungary,  Netherlands, 
Italy,  Belgium,  Spain,  Switzerland, 
Denmark,  Sweden,  Norway,  Rou- 
mania,  etc.,  together 87.4  132-7 

Grand  total  342.4  562.7 

The  listed  values  (titres  cotes)  result  in  part  from  duplications  of 
securities  listed  in  several  countries,  in  part  from  extra-European 
securities  in  which  European  investors  are  somewhat  interested. 

In  1903  Neymarck  expresses  his  opinion  that  slight  additions 
should  be  made  for  the  three  chief  holders  above  and  for  the  small 
northern    countries.      (Bui.    Inst.    Internat.    Statist.,    XIV,    pt.    Ill, 

p.  383.) 

"  For  the  United  States  there  are  no  satisfactory  statistics  of  the 
increase  of  personalty  and  of  securities.  For  an  attempt  to  get  the 
proportion  of  the  total  wealth  in  the  form  of  securities  and  the  like, 
the  reader  is  referred  to  the  note  at  the  end  of  this  chapter.  Census 
and  other  estimates  of  personal  and  real  estate,  based  on  property 
tax  returns  and  the  like,  are  not  made  from  the  point  of  view  of 
the  character  of  ownership,  that  is,  they  do  not  deduct  from  realty 
for  mortgage  debt  or  for  the  securities  issued  by  corporations  largely 
on  the  basis  of  real  property.  Hence  they  do  not  adequately  exhibit 
the  tendency  towards  abstract  and  paper  property. 
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to  the  explanation  of  the  increase  of  great  fortunes.  If 
there  is  much  more  personalty  in  the  very  large  estates^ 
the  great  recent  growth  of  personalty  accounts  largely 
for  the  growth  of  large  fortunes. 

NOTE  TO  CHAPTER  II. 

Corporate  Securities  and  Evidences  of  Indebtedness  in  the 
United  States. 

Certain  statistics,  though  not  of  the  most  satisfactory  sort  for  the 
purpose,  may  be  used  to  determine  approximately  the  proportion  of 
paper  property  to  the  total  wealth  of  the  nation. 

The  1907  Report  on  Wealth,  Debt  and  Taxation  (p.  27)  gives  the 
following  itemized  estimate  of  the  national  wealth  in  1904 : 

Form  of  Wealth.  Amount. 

Real  property  and  improvements  taxed $55,510,228,057 

Real  property  and  improvements  exempt 6,831,244,570 

Live  Stock  4)073,791,736 

Farm  implements  and  machinery 844,989,863 

Manufacturing  machinery,  tools  and  implements....  3,297,754,180 

Gold  and  silver  coin  and  bullion 1,998,603,303 

Railroads  and  their  equipment 11,244,752,000 

Street  Railways 2,219,966,000 

Telegraph  systems 227,400,000 

Telephone  systems 585,840,000 

Pullman  and  private  cars 123,000,000 

Shipping  and  canals 846,489,804 

Privately  owned  waterworks  275,000,000 

Privately  owned  central  electric  light  and  power  sta- 
tions    562,851,105 

Agricultural  products  1,899,379,652 

Manufactured  products   7,409,291,668 

Imported  merchandise  495,543,685 

Mining  products 408,066,787 

Clothing  and  personal  adornments 2,500,000,000 

Furniture,  carriages  and  kindred  property 5,750,000,000 

Total    $107,104,192,410 

Of  these  items,  railroads,  street  railways,  telegraph  and  telephone 
systems,  Pullman  and  private  cars,  privately  owned  water-works,  and 
central  electric  light  and  power  stations  may  be  put  down  as  practi- 
cally all  property  of  corporations  belonging  to  holders  of  securities. 
Together  these  amount  to  $15,238,809,105. 
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Shipping  and  canals  are  a  difficult  item  to  deal  with.  For  want  of 
better  data  we  may  guess  that  one-half  the  amount  is  either  directly 
owned  by  individuals  or  owned  by  the  state,  and  the  other  half  is 
owned  by  corporations.  Then  the  item  of  paper  property  here  is 
$423,000,000. 

The  questions  left  to  answer  are :  How  much  of  the  concrete 
personalty,  and  how  much  of  the  real  estate  is  owned  by  security- 
issuing  corporations  ?  How  much  of  the  value  of  real  estate  remain- 
ing is  covered  by  mortgages?  How  much  of  the  remaining  amount 
of  directly  owned  wealth  has  set  over  against  it  interest-bearing  debt 
evidenced  by  notes  secured  by  chattel  mortgages  or  by  commercial 
paper,  etc.? 

It  is  possible  to  get  from  the  1905  Census  the  comparative  weight 
of  incorporated  companies  and  other  forms  of  business  organization 
for  manufactures  in  the  United  States.  The  capital  of  the  manu- 
facturing establishments  was  then  reported  at  $12,686,265,673.  Of 
this  82.8  per  cent,  pertained  to  incorporated  companies,  and  the  rest 
to  forms  of  business  organization  classed  as  individual,  firm,  and 
miscellaneous.  (Bui.  57,  p.  14.)  Eighty-two  and  eight-tenths  per  cent, 
of  the  above  sum  is  $10,304,227,977.  Estimated  on  this  basis  and  for  a 
time  of  great  prosperity,  the  market  value  of  the  securities  of  manu- 
facturing companies  ought  to  be  more  than  that.  In  order  to  make 
the  figure  available  for  present  purposes  it  should  be  reduced  to  date 
of  1904.  The  capital  of  manufacturing  establishments  in  1900,  ex- 
clusive of  hand-trades,  was  $9,424,992,544  (12th  Census,  vol.  VII,  p, 
xcvii  and  p.  50).  Excluding  hand-trades  the  percentage  of  the  value 
of  products  attributable  to  incorporated  companies  in  1900  was  64.6 
(data  in  vol.  VII,  p.  Ixvi).  In  1905  this  percentage  was  y2,.7  (Bui. 
57,  p.  14).  Hence  the  capital  of  incorporated  manufacturing  com- 
panies in  1900  may  be  estimated  as  equal  to 

828  646        ^  ^^^ 

X  X  $9,424,992,544,  or  about  $6,840,000,000. 

737  1000       f^'-t-'f'^^  '-'■"' 

One-fifth  of  the  difference  between  this  and  the  figure  for  1905 
subtracted  from  the  latter  gives  $9,611,000,000  as  the  value  of  the 
securities  of  manufacturing  corporations  in  1904. 

The  Census  Special  Report  on  Mines  and  Quarries  for  1902  gives 
the  par  value  of  stock  and  bonds  of  dividend-  or  interest-paying 
mining  and  quarrying  companies,  reporting  these  data,  as  follows 
(p.  82)  : 

Common  and  preferred  stock $1,260,339,137 

Bonds 264,323,081 

Total    $1,524,662,218 
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The  corresponding  data  for  natural  gas  and  petroleum  are  reported 
separately  as  follows  (p.  87)  : 

Common  and  preferred  stock $256,612,860 

Bonds    24,722,829 

Total    $281,335,689 

Combined  amounts  are  as  follows : 

Common  and  preferred  stock $1,516,951,997 

Bonds    289,045,910 

Total    $1,805,997,907 

These  statistics  apply  for  only  1142  plus  248  or  1390  companies 
reporting  dividends  or  interest,  out  of  the  4876  incorporated  com- 
panies reporting  capitalization,  of  5386  enumerated  (p.  80).  The 
1390  reported  as  follows  : 

Dividends   $72,416,913 

Interest    13,603,924 

Sum    $86,020,837 

Dividends  and  interest  paid  by  the  1142  mining  and  quarrying  com- 
panies (exclusive  of  natural  gas  and  petroleum),  that  reported  either 
the  one  or  the  other,  amounted  to  4.5  per  cent,  on  the  par  value  of 
stock  and  bonds  issued  (p.  84).  Dividends  and  interest  paid  by  the 
248  natural  gas  and  petroleum  companies,  reporting  that  item, 
amounted  to  a  return  of  6.1  per  cent,  on  stock  and  bonds  issued 
(p.  87).  This  includes  the  Standard  Oil  Company  so  far  as  it  is  a 
producer  of  crude  oil.  From  the  above  it  appears  that  the  capitali- 
zation of  this  portion  (the  1390)  of  the  mining  and  quarrying  com- 
panies is  not  very  excessive.  The  market  value  of  their  securities 
should  be  perhaps  a  fourth  below  their  par  value.  The  other  com- 
panies, those  not  reporting,  are  probably  not  so  prosperous.  By 
subtracting  from  the  totals  the  figures  for  the  above  dividend-  and 
interest-paying  companies,  we  find  the  importance  of  these  companies 
as  capitalized. 

Number  of  incorporated  companies  reporting  capital 4876 

Number  of  incorporated  companies  reporting  dividend  or  int. .  .    1390 

Difiference    3486 

Common  and  preferred  stock  issued.  Bonds  issued. 

2,902,835,544  314,883,914 

1,516,951,997  289,045,910 


Difference,  1,385,883,547         Difference,     25,838,004 
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Aggregate  par  of  stocks  and  bonds  issued : 

Incorporated  companies  reporting  capital $3,217,719,458 

Same  reporting  dividend  or  interest   1,805,997,125 

Difference  $1,41 1,722,333 

These  companies  reporting  capital  but  not  dividends  or  interest  are 
smaller  and  have  a  less  secure  position  in  the  investment  market  than 
the  others,  as  is  indicated  by  the  small  amount  of  bonds  issued. 
Together  with  the  510  companies  reporting  no  data  as  to  capitaliza- 
tion, these  smaller  companies  may  account  for  securities  with  a 
market  value  high  enough  to  bring  the  total  for  mines  and  quarries 
to  something  above  2,000  million  dollars  in  1902. 

Concrete  "capital"  of  mining  and  quarrying  establishments  was 
not  reported  in  1902.  In  1889  it  was  reported  at  $1,287,709,840. 
Value  of  products  was  then  reported  at  $410,760,770.  Value  of  pro- 
ducts in  1902  was  reported  at  $796,826,417  (p.  6).  If  capital  increased 
in  proportion  to  value  of  products,  it  was  about  $2,500,000,000  in 
1902.  Incorporated  companies  produced  86.3  per  cent,  of  the  value 
of  the  product  in  1902  (p.  66).  Two  thousand  million  dollars,  or  a 
little  more  ,thus  appears  to  be  a  conservative  approximate  valuation 
for  securities  of  mining  companies  in  the  United  States  in  1902. 

To  get  a  figure  for  1904  we  may  assume  that  the  value  of  issues 
of  securities  by  mining  and  quarrying  companies  has  grown  in  the 
two  years  at  the  same  rate  as  that  at  which  the  entire  industry  has, 
on  the  average,  increased  its  output  for  the  period  before  1902.  The 
value  of  the  securities  in  1904  would  then  be 

796,826,417 

X  $2,000,000,000,  or  about  $2,150,000,000. 

856,221,132 

The  capitalized  value  of  mining  royalties  is  thoroughly  abstract, 
and  in  effect  paper  property.  Royalties  and  rents  paid  for  all 
minerals,  so  far  as  reported,  amounted  to  $34>530,7I3  iri  1902  (p. 
III).  Their  capitalized  value  in  1904  should  be  sufficient  to  bring 
the  total  of  paper  property  supported  by  mines  and  quarries  up  to 
$2,500,000,000  in  1904. 

There  are  some  very  considerable  corporations  engaged  in  whole- 
sale and  retail  trade.  I  know  of  no  method  of  estimating  the  value 
of  their  property  or  of  their  securities. 

The  total  capital  stock  of  national  banks,  state,  stock  savings,  private 
banks,  and  loan  and  trust  companies  in  1904  was  $1,392,494,972 
(Comptroller,  I,  p.  426).    We  know  that  the  shares  of  many  national 
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banks  are  considerably  above  par,  and  probably  the  market  value  of 
the  above  total  is  par  or  more. 

The  stock  of  stock  companies  in  the  business  of  life,  fire,  and  other 
insurance,  and  of  stock  companies  doing  business  as  building  and 
loan  associations,  should  be  included  here,  but  the  data  are  not 
available. 

In  1890  the  mortgage  indebtedness  amounted  to  16.67  per  cent, 
of  the  value  of  all  taxed  real  estate  (nth  Census  Rpt.  on  Real 
Estate  Mortgages,  p^  116).  And  the  percentage  was  relatively  high 
in  regions  of  denser  population  and  in  the  better  white  farming 
sections,  and  low  in  the  South — conditions  which  suggest  an  increase 
since  that  date.  Sixteen  and  sixty-seven  one  hundredths  per  cent, 
of  the  value  of  taxed  realty  in  1904  is  $9,253,555,017.  Owing  to 
the  methods  of  compilation  adopted,  the  error,  as  with  the  debt 
on  farms  and  other  homes,  which  accounts  for  $36,655,753,841  of  the 
above  total  (1907  Report  on  Wealth,  pp.  16-17),  is  probably  in  the 
direction  of  understatement.  It  is  doubtful  if  the  United  States  is  so 
much  better  off  in  this  respect  than  European  countries.  (Cf.  p.  86 
below).  Borrowing  as  a  means  of  increasing  business  capital  we 
should  expect  to  be  more  frequent.  Americans,  on  the  other  hand, 
may  be  less  inclined  to  accept  a  fixed  charge  for  indebtedness  as 
permanent,  and  they  may  be  more  able  to  work  out  of  debt  than 
the  people  of  other  countries.  But  the  percentage  of  indebtedness 
has  doubtless  increased  in  the  fourteen  years  following  1890.  Sta- 
tistics show  an  increase  between  1890  and  1900  in  the  proportion  of 
homes  encumbered.  (Cf.  p.  86  below.)  In  the  above  total  there  is 
doubtless  some  duplication  with  our  other  figures  of  paper  property. 
But  the  understatement  probably  much  more  than  outweighs  this. 
After  allowing  for  possible  duplication  the  indications  of  all  the 
available  data  point  to  $10,000,000,000  as  a  minimum  amount  for  the 
item  of  real  estate  mortgages  in  the  total  of  paper  property. 

Debt  evidenced  by  commercial  paper  is  not  always  so  fully  abstract 
property  as  some  other  forms,  because  of  the  large  amount  of  care 
involved,  at  least  in  managing  small  loans.  But  it  is  all  paper 
property.  The  debt  of  large  corporations,  whether  supported  by 
real  estate  or  personalty,  is  nearly  all  represented  by  securities, 
though  sometimes  promissory  notes  are  used.  The  debts  of  active 
business  men  administering  their  own  productive  wealth  are  very 
largely  represented  by  loans  of  commercial  banks.  The  loans  of 
national  banks  on  Sept.  6,  1904,  amounted  to  $3,757,929,371  (Rpt. 
Comptroller  for  1904,  p.  186).  State  banks  exhibited  loans  other  than 
on  real  estate  amounting  to  $1,596,211,527  (same,  p.  406). 

Of  the  total  value  of  promissory  notes  held  by  individuals,  includ- 
ing those  secured  by  chattel  mortgages,  against  property  in  personal 
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effects,  such  as  clothing  and  furniture,  in  the  stock  and  implements 
of  agriculture,  in  the  stocks,  tools  and  materials  of  the  hand  trades 
and  of  non-corporate  commercial  and  manufacturing  enterprise,  we 
know  nothing. 

The  interest-bearing  public  debt  of  the  United  States  in  1904  was 
$895,157,440  (Statistical  Abstract  for  1904,  p.  26). 

In  1902  the  public  indebtedness  of  states  and  territories,  counties, 
cities,  villages,  townships,  precincts,  etc.,  and  school  districts  was 
$1,864,978,483  ;  and  the  corresponding  figure  for  1890  was  $1,137,200,090 
(1907  Rpt.  on  Wealth,  Debt,  etc.,  p.  131).  On  this  basis  we  may 
estimate  the  amount  for  1904  as  $1,986,274,882. 

Adding  the  above  items  of  paper  property,  we  get  a  total  of 
$47,400,000,000.  This  is  approximately  45  per  cent,  of  the  total 
wealth  of  the  nation  in  1904.  The  percentage  of  paper  property 
thus  obtained  is  only  a  rough  approximation  to  the  truth,  but  it 
should  be  an  underestimate.  Perhaps  the  Census  Bureau  is  rather 
generous  in  its  estimates  of  the  commercial  value  of  transportation 
and  other  public  service  corporations.  The  approximate  character 
of  the  estimates  for  certain  items,  on  the  other  hand,  with  the  error 
probably  on  the  side  of  underestimation,  has  been  indicated,  par- 
ticularly in  the  case  of  real  estate  mortgages.  There  is  also  probably 
more  omission  than  duplication.  The  method  itself  of  enumeration 
of  parts  to  be  included  is  of  a  character  to  lead  to  an  underestimate. 

With  reference  to  determining  the  proportions  of  the  different 
kinds  of  property  owned  by  citizens  of  the  United  States,  some 
allowance  should  be  made  for  the  ownership  of  American  securities 
abroad.  But  making  allowance  on  the  other  side  for  foreign  securi- 
ties owned  in  this  country,  the  amount  owned  abroad  must  be  much 
less  than  formerly.  It  must  now  be  considerably  less  than  the  "not 
much  over  $2,000,000,000"  estimated  for  the  beginning  of  the  century. 
(See  Bacon,  Yale  Rev.,  IX,  p.  277.) 

As  regards  the  tendency  towards  paper  property,  there  can  be  no 
doubt.  The  newness  of  some  of  the  items  in  the  above  review,  the 
comparative  youth  of  practically  all  of  them,  the  character  of  the 
lines  where  the  most  striking  recent  developments  of  the  commerce 
and  industry  of  the  country  have  occurred,  all  these  facts  point 
unmistakably  to  the  conclusion  that  paper  property  in  the  United 
States  has  been  gaining  very  rapidly  of  late,  quite  as  rapidly  as  in 
any  other  country. 

Despite  the  fact  that  our  chief  exports  are  still  the  products  of  the 
farm,  and  thus  are  produced  under  the  individual  entrepreneur  sys- 
tem, chiefly  by  cultivators  who  are  owners  of  the  soil,  and  despite 
the  fact  that  our  people  are  not,  on  the  whole,  avidious  of  abstract, 
or  paper,  property,  the  United  States,  though  it  may  still  be  consid- 
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erably  behind  Great  Britain  as  regards  the  proportion  of  its  wealth 
covered  by  paper,  has  probably  no  less  a  proportion  than  France, 
whose  people  are  distinctly  partial  to  paper  property.  The  per  cent, 
of  abstract  property  is  of  course  greater  than  that  of  paper  property. 
The  per  cent,  of  either  to  the  productive  wealth  of  the  country  is 
greater  than  to  the  total  national  wealth. 


CHAPTER  III. 

RECENT  ECONOMIC  CONDITIONS  AND  TENDENCIES  IN 
PRODUCTION  AND  EXCHANGE  AS  RELATED  TO  THE 
GROWTH    OF    LARGE    FORTUNES. 

§   I.     General   View  of  Large-scale  Production  and  of 
Incremental  Income. 

In  the  light  of  the  superior  fitness  of  producers'  goods 
in  general  as  material  for  riches,  and  of  the  comparative 
suitableness  of  particular  forms  for  concentration  into 
large  fortunes,  we  may  now  consider  concrete  conditions 
in  the  various  fields  of  the  growth  of  capital-values.^ 
The  development  of  abstract  property  has  been  shown  to 
be  a  pre-condition  to  the  evolution  of  great  fortunes  such 
as  we  know  them.  Now  in  two  general  ways  shall  we 
find  recent  economic  history  effective  directly  and  posi- 
tively to  create  such  agglomeration  of  private  property. 

Some  sorts  of  concrete  wealth  are  of  such  a  nature  that 
if  they  are  to  be  directly  of  benefit  to  their  owner,  which 
involves  their  being  administered  by  him,  the  owner  must 
be  rich.  Of  such  a  nature  are  most  of  the  instruments  of 
machine  production.  Modern  machines  are  usually  so 
powerful  or  so  delicately  adjusted,  and  their  accessories 
are  so  numerous  or  so  expensive,  that  a  well-equipped 
manufacturing  plant  embodies  a  fortune.     The  fact  of  a 

^  The  four  modern  progressive  nations — France,  England,  Ger- 
many and  the  United  States,  each  representative  in  its  way — furnish 
the  appropriate  material  for  studying  present  economic  tendencies 
in  production,  exchange,  and  distribution.  Hence  little  attempt  is 
made  to  use  statistics  of  countries  other  than  these. 
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tendency  to  large-scale  production  in  manufactures  is 
familiar.  As  a  result  of  this  tendency  manufacturing 
enterprises  must  be  not  only  larger  but  relatively  fewer 
in  number.  Individual  entrepeneurs  must  therefore  be 
richer  than  under  conditions  of  small-scale  or  handicraft 
production.  There  is  another  way  to  secure  centraliza- 
tion and  unified  control,  that  is,  through  corporate  owner- 
ship, but  then  the  proprietor's  interest  becomes  abstract 
property.  Either  directly,  or  through  its  relation  to 
abstract  property,  large-scale  production  favors  large 
fortunes. 

The  value  of  a  good  may  increase  and  the  increase  may 
accrue  to  its  owner  without  effort  on  his  part  and  without 
any  change  occurring  in  the  good.  A  plot  of  land  may 
receive  increased  value  simply  through  growth  of  popu- 
lation and  of  demand.  Unforseen  circumstances  may 
likewise  increase  the  value  of  a  merchant's  stock  on  hand 
and  double  his  profits.  Gain  accruing  in  this  way  is  not 
so  good  a  type  of  income  from  property  as  the  fruits 
yielded  by  the  tree  or  the  crops  produced  by  the  soil.  It 
can  be  more  clearly  seen  to  be  income  from  property, 
solely,  however,  since  the  grain  must  be  sowed  and  the 
harvest  garnered  by  human  labor.  Labor  and  land  are 
thus  joint  claimants  and  competitors  in  the  assignment  of 
shares  in  the  proceeds  of  the  harvest.  In  the  case  of  an 
increase  in  value  due  to  changes  in  conditions  with  the 
progress  of  time,  however,  there  is  no  difficulty  about  the 
line  of  division  between  the  reward  of  labor  and  the  con- 
tribution of  capital,  for  there  is  no  such  line  to  be  drawn. 
All  is  mere  value-increase,  not  at  all  purposed  or  pro- 
duced by  man.  There  are  no  concrete  fruits.  Income 
from  wealth  may  therefore  be  divided  into  value-incre- 
mental and  goods-fruitional  income.  We  may  call  the 
former  incremental  income. 
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The  important  typical  case  of  incremental  income  is 
the  case  of  the  value-increase  of  land,  which  exemplifies 
the  principle  that  value,  in  contrast  with  utility,  is  due  to 
"nature's  power  over  man".^  Such  value-increase  is  not 
due  to  better  conditions  of  living,  though  it  may  be  a 
symptom  of  that,  owing  to  implied  ability  to  pay.  At  any 
rate,  it  is  not  service  to  society  that  enables  some  to  profit 
by  such  increase  of  demand.  The  same  may  be  said  of 
speculative  gains  in  any  line.  They  are  all  incremental 
income.  The  fact  that  there  may  as  well  be  value-decrease 
as  value-increase,  or  that  prices  fluctuate,  does  not  mean 
that  we  are  to  measure  the  speculator's  opportunity  for 
incremental  gains  by  a  final  difference  in  value,  allowing 
intermediate  fluctuations  to  cancel  out.  The  limit  of 
possible  gain  for  the  speculator  is  rather  the  total  of 
upward  price  movements,  since  his  aim  is  to  sell  only  at 
the  highest  points  and  to  buy  at  the  low. 

Incremental  income  is  obviously  in  essentials  abstract- 
property  income.  If  it  were  only  typical  income,  it  might 
be  typical  abstract-property  income.  But  it  is  in  its 
nature  irregular  and  little  predictable  or  reliable.  It 
requires  no  administrative  care,  but  it  is  not  regularly 


^The  relation  of  value  to  utility  is  a  difficult  subject,  and  not  least 
so  in  the  case  of  value-increase  or  incremental  income.  Utility 
appears  to  remain  the  same  in  the  case  of  such  an  increase  of  value. 
This  proposition,  however,  cannot  be  accepted  v^rithout  qualification. 
The  reason  for  the  accretion  of  value  may  be  the  discovery  of  new 
uses  for  the  good.  Or,  by  increase  of  population,  there  may  be  new 
users  and  new  utilities  created  with  them — assuming  that,  since  the 
intensity  of  utility  for  each  user  will  be  about  the  same,  abstract 
utility  is  in  proportion  to  the  number  of  users.  The  assumption 
involved  would  doubtless  be  acceptable  to  most,  though  to  the 
writer  it  seems  that  utility,  as  abstract  capacity  to  satisfy  wants, 
should  be  independent  of  the  number  of  consumers.  The  utility  of 
a  supply  of  a  particular  good  is  a  different  thing  from  the  abstract 
utility  of  the  good  as  such. 
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recurrent.  It  is  therefore  receipts  rather  than  income; 
rather  to  be  considered  an  addition  to  one's  principal 
than  available  for  application  to  current  and  recurrent 
needs.  It  has  not  therefore  less  but  more  relation  to  the 
acquisition  of  riches.  The  difference  between  acquisition 
and  production  is  nowhere  more  important  than  in  rela- 
tion to  spontaneous  increase  of  value. 

The  business  man,  of  whom  we  hear  so  much  nowa- 
days, is  the  man  who  studies  and  knows  markets.  The 
profitableness  of  his  enterprises  is  always  more  or  less 
due  to  the  keenness  of  his  sense  for  incremental  income. 
To  multiply  his  profits  it  is  only  necessary  that  more 
goods,  all  goods,  be  brought  to  market  and  valued  in 
terms  of  the  market,  or  in  money,  and  not  valued  so  once 
only,  but  valued  and  re-valued  in  a  succession  of  ex- 
changes. But  this  is  just  what  has  been  happening  in 
the  last  two  or  three  generations.  The  development  of 
the  technique  of  transportation  has  extended  all  markets 
and  magnified  many  times  the  scale  of  market  transac- 
tions. Formerly  isolated  and  outlying  communities  and 
countries,  from  Ceylon  to  the  edge  of  the  one-time 
"great  American  desert",  have  been  drawn  into  the  swirl 
of  exchange  and  suffer  or  prosper  according  to  the  level 
of  prices  determined  in  world  markets.  The  cultivator 
of  the  soil  has  steadily  become  more  and  more  specialized 
and  less  and  less  self-sufficient,  more  and  more  dependent 
on  a  price  for  his  products  of  whose  determining  condi- 
tions he  knows  next  to  nothing.  The  local  dealer  is 
sometimes  no  better  informed.  The  dealer  in  the  great 
commercial  centers  is  the  one  who  knows  best  how  to 
profit  by  conditions.  He  is  perhaps  also  able  sometimes 
to  manipulate  the  market  to  his  advantage.  The  oppor- 
tunity of  the  business  man  in  any  line  to  profit  by  value- 
increase  is  multiplied  by  the  increase  in  the  breadth  and 


797]  The  Growth  of  Large  Fortunes  63 

in  the  number  of  exchanges.  Recent  economic  evolution 
has  thus  greatly  added  to  his  power  and  importance. 

With  the  further  development  of  money  and  credit 
institutions,  conditions  become  more  and  more  favorable 
to  the  shrewd  possessor  of  a  knowledge  of  prices  and 
price-tendencies.^  Prices  are  affected  by  the  extent  of 
business  confidence  and  the  elasticity  of  credit  as  well  as 
by  demand  for  and  supply  of  goods  and  by  quantity  of 
money.  The  business  man,  but  especially  the  banker,  is 
most  often  able  to  profit  by  such  changes. 

Commercial  shrewdness,  whether  it  be  that  of  the 
exceptionally  knowing  speculator  or  of  the  business  man 
who  has  mastered  a  particular  line  of  production  and 
sale,  is  rare  and  gathers  great  incremental  gains.  And 
every  business  man  speculates  on  occasion,  probably  the 
more  successfully  if  he  is  not  a  speculator  by  instinct  and 
habit,  or  not  completely  such.  Even  very  slight  changes 
in  price,  under  modern  conditions  of  a  world-wide  market 
and  an  unprecedented  scale  of  individual  transactions, 
may  mean  enormous  gain  or  loss.  The  commercial  func- 
tion of  the  entrepreneur  has  inevitably  become  more  and 
more  important,  not  only  for  his  own  gain  but  also  for 
the  adaptation  of  production  to  the  needs  of  society. 
Hence  the  dominance  of  the  business  man.  All  along 
the  line  the  man  with  foresight  and  self-restraint,  who 
keeps  his  own  counsel,  and  is  shrewd  enough  to  get  the 
better  side  of  a  bargain,  is  the  man  that  counts.  Money- 
value  or  price  is  his  specialty.  Material  adjustments  he 
leaves  to  the  engineer,  and  administrative  organization  he 


^"Commodities,  those  economic  goods  which  are  the  real  objects 
of  human  desire,  apparently  occupy  a  secondary  place  in  the  business 
world,  for  in  the  conscious  purposes  and  desires  of  men  money  is 
the  primary  thing.  For  this  and  other  reasons  .  .  .  'price'  and 
'profit'  are  the  two  most  important  words  in  the  lexicon  of  political 
economy."    J.  F.  Johnson,  Money  and  Currency,  p.  10. 
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is  more  and  more  likely  to  leave  to  the  hired  manager. 

The  two  points  above  reviewed,  large-scale  production 
and  incremental  income,  are  in  a  measure  themselves 
bound  together  as  different  aspects  of  the  same  develop- 
ment. Adam  Smith  says  that  division  of  labor  is  limited 
by  the  extent  of  the  market.  Division  of  labor  is  an 
aspect  of  co-operation  of  laborers  and  such  co-operation 
both  is  facilitated  by  and  itself  favors  large-scale  pro- 
duction. But  the  size  of  the  establishment,  and  thus  the 
profitable  degree  of  specialization  within  it,  are  limited 
by  the  extent  of  the  market.  Production  on  a  large  scale 
is  possible  only  where  the  market  is  made  large  either 
by  density  of  population  or  by  cheap  transportation.  The 
extension  of  large  markets,  however,  and  the  inclusive- 
ness  of  the  application  of  the  market  measure  of  things, 
that  is,  money,  involve  a  greater  importance  of  mere  price 
and  of  the  man  who  deals  in  and  knows  prices.  Thus 
large-scale  production  and  the  increasing  importance  of 
markets,  of  money,  of  credit,  and  of  the  business  man, 
and  hence  of  incremental  gains,  go  together. 

These  two  thoughts  are  the  chief  clews  to  the  argu- 
ment of  the  present  chapter.  Here  they  have  been  men- 
tioned briefly  and  in  the  abstract.  In  the  concrete  their 
influence,  with  that  of  the  associated  development  of 
abstract  property,  is  felt  in  a  multiplicity  of  forms  and 
combinations.  We  shall  attempt  to  trace  these  influences, 
with  a  view  to  their  effects  upon  acquisition  and  distribu- 
tion, in  their  operation  in  relation  to  changes  in  landed 
property,  rural  and  urban;  in  the  rapidly  developed  ex- 
ploitation at  home  and  abroad  of  natural  resources,  min- 
eral and  other;  in  the  perfecting  of  material  instruments 
and  of  business  organization  for  large-scale  manufacture 
and  transportation;  in  commerce,  especially  in  the  com- 
merce  of   "money"   and   securities;   incidentally,   in  the 
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reaction  of  governmental  policies  upon  economic  condi- 
tions; and,  pervading  all  these,  in  a  powerfully  dynamic 
character  of  the  present  age  of  economic  transition. 
Finally  we  must  gauge  the  facts  relating  to  the  acquisi- 
tion and  distribution  of  property  in  the  light  of  changes 
and  conditions  as  regards  the  rate  of  interest,  and  in 
view  of  the  presence  in  this  economic  ferment  of  the 
germs  of  future  modification  in  the  distribution  of  ab- 
stract property,  and  hence  of  property  as  a  whole. 

§  2.    Landed  Property. 

The  economic  basis  of  feudal  inequality  and  the  oldest 
material  of  large  fortunes,  was  income-yielding  agricul- 
tural land.  The  concentration  of  the  ownership  of  land 
in  England  and  in  eastern  Germany  is  a  survival  from 
the  feudal  organization  of  society,  just  as  the  small  size 
of  landed  properties  in  France  is  largely  a  result  of  the 
crash  of  feudalism  in  the  Revolution.  The  United  States 
has  always  been  a  land  of  the  middle-class  proprietor- 
cultivator.  The  English  landed  aristocracy  or  the  Prus- 
sian Jiinkertuin  have  no  counterpart  here.  Attempts  to 
transplant  the  ''English  gentleman",  with  his  landed  es- 
tate cultivated  by  tenants,  never  were  successful,  owing 
doubtless  to  the  unbounded  supply  of  free  land.  The 
planter  aristocracy  of  the  South  was  not  typical,  and,  as 
an  economic  institution,  has  never  recovered  from  the 
abolition  of  slavery.  Experiments  with  large-scale  wheat- 
growing  in  the  prairie  regions — heralded  as  the  beginning 
of  large-scale  production  in  agriculture — have  not  satis- 
fied expectations. 

The  question  as  to  whether  middling  holdings,  or 
middling  entrepreneur  incomes,  are  more  than  maintain- 
ing their  position  in  agriculture  is  in  various  ways  highly 
significant.     For  the  general  question  the  experience  of 
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the  United  States  is  less  decisive  than  that  of  European 
countries,  because  this  is  a  new  country  with  a  history 
of  unexampled  agricultural  expansion.  But  it  is  fast 
becoming  no  longer  new.  Except  for  being  without  the 
surviving  results  of  a  feudal  past,  it  is  approximating  to 
European  conditions.  Under  such  circumstances  a  slight 
tendency  to  a  less  proportion  of  independent  middling 
farmers  in  the  United  States  may  be,  not  a  symptom  of 
causes  at  work  producing  the  decline  of  this  class,  but 
merely  the  readjustment  following  a  period  extraordi- 
narily favorable  to  it. 

In  1899  Mr.  G.  K.  Holmes  said:^"  "It  has  been  es- 
tablished by  a  thorough  statistical  analysis  that,  in  the 
more  recent  years,  the  increase  in  number  of  farms  has 
more  largely  accrued  to  farms  of  medium  size  than  to 
farms  of  the  smaller  and  larger  sizes."  And,  "The  mid- 
dle-class farmer,  according  to  the  tendency  disclosed  by 
the  Census  of  1890,  is  coming  more  to  the  front  among 
agriculturists."  The  Census  of  1900  indicates  a  re- 
versal of  the  previous  tendency.  Except  in  the  Southern 
States,  and  of  course  for  the  United  States  as  a  whole, 
there  was,  in  the  last  decade  of  the  nineteenth  century, 
an  increase  in  the.  proportion  of  farms  of  500  acres  and 
over.  The  proportion  of  farms  under  50  acres  increased 
in  all  sections.  The  proportion  of  farms  100  or  more  but 
not  so  much  as  500  acres  in  extent  decreased  in  all  sec- 
tions. Farms  of  50  to  100  acres  increased  in  proportion 
in  the  South  Atlantic,  South  Central,  and  Western  Divis- 
ions, and  decreased  in  proportion  in  the  North  Atlantic 
and  North  Central  Divisions,  and  also  in  the  United 
States  as  a  whole.'*     To  determine  just  what  in  detail  is 

^^  Year  Book  of  the  Department  of  Agriculture,  p.  323. 

*  Number  of  Farms  of  Specified  Area  in  Acres,  with  increased 
or  decreased  proportion  indicated  by  plus  or  minus  sign  (absolute 
numbers  from  the  12th  Census,  vol.  V,  p.  xlv). 
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the  meaning  of  these  statistics  is  for  our  purposes  un- 
necessary. The  tendency  exhibited  is  not  gratifying. 
Neither  need  it  be  occasion  for  pessimistic  feeling  as 
regards  the  future  of  the  American  agriculturist. 

The  tendency  to  an  increased  proportion  of  tenants  is 
too  marked  to  be  lightly  passed  over,  but  it  may  be  merely 
another  sign  of  the  end  of  agricultural  expansion.  It  is 
most  marked  in  the   South.     The  percentages   for  the 

Under  50      50  to  100      100  to  500      500  acres 
I'jQO  All  sizes.  acres.  acres.  acres.  and  over. 

United   States    4,564,641  1,318,521  1,121,4852,008,694    115,941 

Same,    per    cent,    dis- 
tribution      100  28.9  24.6  44.0  2.5 

North  Atlantic 658,569     204,675      195,364     254,510       4,020 

Same,    per    cent,    dis- 
tribution       100  31.9  29.7  38.6  0.6 

Western    145,878       28,117        14,800       87,672      15,289 

Per  cent,  distribution  100  19.3  lo.i  60.1  10.5 

North  Central   1,923,822     385,764     526,935     983,218     27,905 

Per  cent 100  20.0  27.4  51. i  1.5 

South  Atlantic 749,630     291,979      151,889     275,966     29,796 

Per  cent 100  39.0  20.2  36.8  4.0 

South  Central    1,086,772     407,986     232,497     407,328     38,961 

Percent 100  37.5  21.4  37.5  3.6 

1900. 

United     States,     Conti- 
nental     5,7:^7,2,7^  1,931,366  1,366,038  2,290,282    149,686 

Percent 100      -^23-7      —23.8      —39-9      +2.6 

North  Atlantic 677,506     221,318      191,730     259,362       5,096 

Per  cent 100      +  32.6      —  28.3      —  38.3      +  0.3 

Western    242,908       71,662       28,370     1 16,587     26,289 

Per  cent 100      +  29.5      +  1 1.7      —  48.0    +  10.8 

North  Central   2,196,567     488,850     562,891   1,091,511      53,315 

Per  cent 100       -f  22.3      —  25.6      —  49.7      -(-  2.4 

South  Atlantic  962,225     412,788     216,522     309,831      23,084 

Per  cent 100      +  42.9       -|-  22.5      —  32.2      —  2.4 

South  Central   1,658,166     736,748     366,525      512,991      41,902 

Per  cent 100      +44.5      -|-22.i      — 30.9      — 2.5 
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United  States,  according  to  the  status  of  the  cultivator, 
were . 

Cash  Share 

Owners.        Tenants.        Tenants. 

Year  1900 64.7  13.1  22.2 

"     1890 71.6  lo.o  18.4 

"      1880 74.5  8.0  17.5 

Outside  the  Southern  States,  75  to  80  per  cent,  of  owners 
letting  farms  reside  in  the  same  county  with  the  rented 
farm.^  There  thus  appears  no  tendency  to  absenteeism. 
Neither  is  there  any  tendency  in  this  country  to  the 
growth  of  a  landed  gentry.  Rented  farms  are  largely 
such  by  reason  of  lapse  to  a  mortgagee,  and  the  difficulty 
of  finding  a  purchaser.  Others  are  rented  by  owners 
who  have  gone  into  some  other  business  and  are  awaiting 
a  purchaser.  Others  are  the  summer  homes  of  city- 
dwellers. 

England  and  Prussia  are  the  countries  in  which  the 
tradition  of  a  landed  aristocracy  retains  its  greatest  vigor, 
hence  statistics  relating  to  tendencies  in  large  rural  estates 
for  these  countries  are  especially  significant.  The  statis- 
tics show  that  in  both  these  countries  there  is  a  decided 
tendency  towards  middling  holdings  of  agricultural  land 
at  the  expense  both  of  very  small  holdings  and  of  large 
estates.^  It  does  not  necessarily  follow  that,  because  large 

^°  I2th  Census,  vol.  V,  p.  Ixxvii. 

"  I2th  Census,  vol.  V,  p.  Ixxxvii. 

'  The  German  census  yields  the  following  data  relating  to  the  size 
of  Landzvirtschaftsbetriebe  in  1882  and  1895.  (Table,  giving  also 
absolute  numbers,  in  Conrad  I,  p.  133.) 

Per  Cent.  Distribution  of  Agricultural  Surface  by 
Size  of  Holding. 

German  Empire.  Prussia. 

Size  in  Hectares.  1882.  1895.  1882.  1895. 

Under  2  5-73  5-56  4-94  4-9i 

2  to  5 10.01  lo.ii  7.71  7.84 

5  to  20 28.74  29.90  22.91  24.30 

20  to  100 31.09  30.35  32.76  32.01 

100  and  more 24.43  24.08  31-68  30-94 


8o3]  The  Growth  of  Large  Fortunes  69 

estates  are  being  divided  for  purposes  of  cultivation,  their 
ownership  is  also  being  divided,  but  the  two  tendencies 
are  associated  in  Prussia  and  probably  elsewhere.  Even 
if  the  tendency  is  merely  toward  middling  tenant  hold- 
ings, that  means  a  tendency  toward  middling  entrepre- 

Farms  from  2  to  20  hectares  in  extent,  that  is,  from  about  5  to  50 
acres,  possessed  38.75  per  cent,  of  the  cultivated  area  of  the  German 
Empire  in  1882,  and  40.01  per  cent,  of  the  same  in  1895,  while  the 
smaller  and  the  larger  holdings  show  losses.  The  middling  holding  in 
Germany  would  of  course  be  smaller  than  in  America,  because  of  the 
higher  value  of  land.  In  the  seven  eastern  provinces  of  Prussia,  the 
region  of  large  proprietors,  there  was  an  absolute  as  well  as  a  rela- 
tive loss  for  large-scale  agricultural  production. 

German  manufacturing  statistics  are  classified  in  the  same  manner, 
and  of  course  exhibit  the  opposite  tendency,  that  is,  towards 
Grossbetrieb. 

For  Prussia  there  are  also  statistics  relating  to  the  tendency  as 
regards  size  of  properties  in  land.     (Conrad  IV,  p.  852.) 

Per  Cent.  Distribution  of  Property  in  Land. 

No.  of  Properties.     Cultivable  area. 
1878.  1893.         1878.       1893. 

Grossgrundbesitz   2.1  2.0        38        38 

Mittlerer  Besitz 11.7         10.9        29        29 

Kleinbesitz i7-3         I94         I9        21 

Unselbstiindiger   Besitz.     69.  68.  13         12 

These  classes    (large,  middling,   small,  etc.'^    are  based  upon  net 

produce  as  calculated  for  purposes  of  taxation. 

British    agricultural    statistics    for    1895    give    data    for    holdings 

below  5  acres,  but  those  for  1885  do  not,  hence  the  comparison  must 

be  for  holdings  above  5  acres  in  extent.     (Returns  of  Agricultural 

Holdings  in  Great  Britain,  pp.  6-7.) 

Agricultural  Holdings  Classified  by  Size. 

1885.  1805. 

Size  in  acres.  Number.       Per  cent.  Number.         Per  cent. 

5-20 148,806   37-52    149,818    37,26 

20-50 84,149  21.22  85,663  21.30 

50-100 64,7x5  16.32  66,625  16.57 

100-300 79,573  20.06  81,245  20.20 

300-500 13,875  3-50  13,568          3-37 

500-1000 4,826  1.21  4,616          1. 15 

Over  1000...  663  0.17  603           0.15 

396,607       100.  402,138       100. 
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neiir  incomes.  According-  to  the  situation  as  regards 
the  ownership  of  personalty,  one  is  inclined  to  suspect 
that  the  rich,  despite  the  tradition  of  a  landed  aristocracy, 
are  drawing  out  of  the  ownership  of  agricultural  realty, 
finding  abstract  property  more  convenient.  Agriculture 
is  the  great  field  of  the  small  entrepreneur  and  will  so 
remain. 

The  doubtful  point  is,  how  far  the  cultivator  will  be 
full  owner.     How  far  is  he  to  become  a  mere  tenant  with 

Acreage  of  Agricultural  Holdings. 

1885.  1895. 

Acres  Per  Acres  Per 

(thous.)  cent.  (thous.)  cent. 

5-20 1,657  5-15  1,668  S.18 

20-50 2,825  8.78  2,865  8.89 

50-100 4,747  14.76  4,885  15.16 

100-300 13,658  42.47  13,876  43.08 

300-500 5,241  16.30  5,114  15.88 

500-1000 3,147  9.79  3,001  9.32 

Over  1000. . .  883  2.75  802  2.49 


32,157      100.  32,211       100. 

Farms  from  5  to  300  acres  in  extent  showed  a  gain  in  acreage  in  the 
lO-year  period,  while  large  holdings  declined  relatively  and  absolutely, 
both  in  number  and  in  acreage.  It  is  significant  that  the  5  to  20  acre 
class  showed  a  decline  in  relative  numbers,  but  a  gain  in  relative 
acreage,  which  means  a  higher  average  holding  within  this  class,  that 
is,  a  tendency  towards  the  middling  holding.  Although  there  was  a 
gain  in  the  total  acreage  for  Great  Britain,  and  a  greater  gain  in  the 
number  of  farms,  there  was  a  decline  both  in  number  and  in  acreage 
for  all  classes  of  holdings  over  300  acres. 

The  1895  statistics  distinguish  and  classify  by  size  holdings  rented 
and  owned,  respectively,  by  their  occupiers.  But  later  returns,  for 
comparison  to  detect  the  tendency,  are  not  yet  available. 

Readjustments  required  by  the  decline  of  the  value  of  agricultural 
land  in  Europe,  resulting  from  the  importation  of  breadstuffs,  should 
cause  a  substitution  of"  larger  in  place  of  middling  holdings  for  field 
culture.  The  growth  of  cities,  on  the  other  hand,  should  increase 
the  number  of  small  holdings  for  garden  culture.  Hence  it  would 
not  be  surprising  if  the  tendency  as  regards  the  size  of  holdings  were 
the  reverse  of  what  it  is  and  against  intermediate  holdings. 
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only  a  small  working  capital  of  his  own?  How  far  will 
he  be  the  owner  of  a  marginal  investment  in  land  mort- 
gaged as  much  as  it  will  bear?  The  extent  of  farm 
mortgage  indebtedness  appears  to  have  increased  between 
1890  and  1900  in  the  United  States.'^  It  is  hardly  to  be 
expected  that  the  American  farmer  will  flourish  at  quite 
such  a  rate  now  that  the  frontier  is  a  thing  of  the  past. 
The  tendency  to  a  rapid  gain  in  tenancy  shown  for  the 
decade  from  1890  to  1900  is  not  gratifying. 

The  expansion  of  the  white  race  by  actual  migration 
into  great  new  agricultural  regions,  and  by  trade  rela- 
tions with  less  industrial  peoples,  has  meant  an  enormous 
growth  of  the  importation  of  breadstuffs  into  Europe  and 
a  depreciation  of  agricultural  land-values  there.  At  the 
other  end  of  the  balance,  however,  has  been  the  pioneer 
on  new  land  maintained  by  the  European  market.  At  this 
end,  above  all,  is  prominent  the  American  farmer.^  The 
shift  in  land-values,  down  in  Europe,  up  in  the  American 
prairie,  has  doubtless  meant,  on  the  whole,  a  tendency  to 
a  democratization  of  the  ownership  of  agricultural  land. 
This  is  true,  even  apart  from  the  known  tendency  to  a 
splitting  up  of  large  estates  in  Europe. 

Urban  and  rural  realty  values  exhibit  sharply  con- 
trasted tendencies.  The  rapidly  increasing  density  of  the 
population  of  the  occidental  world,  and  the  growth  of 
cities  at  a  rate  which  in  many  places,  even  in  the  United 
States,  means   rural  depopulation,   has  brought  with  it 

~^.  percentages  in  the  footnote  below  at  p.  86.  Statistics  of  the 
tendency  as  regards  the  amount  of  indebtedness  are  not  obtainable. 
«But  the  demand  for  necessaries  is  inelastic.  The  extension  of 
cultivation  has  increased  much  faster  than  population.  New  agri- 
cultural land  has  probably  not  gained  as  much  in  value  as  the  old  has 
lost  Between  the  years  1878-81  and  1884,  and  again  between  1884 
and  1887  though  the  total  quantity  produced  increased,  the  total 
value  of  the  world's  supply  of  grain  fell  oflf.  (Juraschek,  Ueber- 
sichten  dcr  Weltwirtschaft,  p.  172.) 
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an  enormous  growth  of  urban  land  values.  Recent  city 
growth  in  the  United  States  is  not  so  exceptional  as  we 
are  likely  to  think.  It  is  not  merely  due  to  the  growth 
of  industries  in  a  new  country.  The  growth  of  American 
cities  can  be  matched  by  the  growth  of  those  of  Germany. '^ 
While  it  is  not  possible  entirely  to  separate  the  value 
of  buildings  and  improvements  from  that  of  the  mere 
land,  there  is  good  ground  for  suspecting  that,  on  the 
whole,  buildings  and  improvements  form  no  less  a  portion 
of  the  total  value  of  the  real  estate  employed  in  American 
agriculture  than  of  urban  real  estate.  Someone  has 
recently  argued  that  the  rental  of  agricultural  land  in 
England,  since  the  decline  in  agricultural  values  of  the 
last  thirty  years,  is  no  longer  more  than  enough  to  pay 
a  very  low  rate  of  interest  on  what  has  been  expended  in, 
and  is  now  represented  by,  permanent  improvements. 
Certainly  many  a  fertile  farm  in  New  York  State  can  be 

'  This  comparison  is  effectively  made  by  Shaw,  Municipal  Govt. 
in  Continental  Europe,  pp.  292-6. 

The  population  of  England  and  Wales,  as  subdivided  into  Urban 
and  Rural  Districts,  was  as  follows  (Census,  1901,  Summary  Tables, 
p.  44)  : 

In  1891.         Percent.         In  igoi.        Percent. 

Total   29,002,525  32,527,843 

Urban    21,745,286        75        25,058,35s        77 

Rural    7,257,239        25  7,469,488        23 

The  proportion  of  city  population  is  increasing  even  in  a  country 
where  the  tendency  to  urbanization  has  long  been  pronounced.     The 
"point  of  saturation"  is  still  moving  up. 
Weber  (Growth  of  Cities,  p.  i)  makes  the  following  comparison: 

U.  S.  7  Cols,  of  Aus- 

in  1790.  tralia,  1891. 

Population    3,929,214        3,809,895 

Pop.  in  cities  10,000  or  more      123,551         1,263,283 
Proportion  living  in  cities..  3-i4%  33-20% 

The  difference  is  the  difference  between  a  century  ago  and  now. 
The  per  cent,  of  the  population  of  the  U.  S.  in  places  of  8000  or  more 
was  29.2  in  1890  and  33.1  in  1900. 
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bought  for  less  than  would  be  the  cost  of  reproduction  of 
its  buildings,  even  where  these  have  been  recently  con- 
structed. If  this  condition  is  due  to  the  decline  of  agri- 
cultural land-values,  something  like  it  must  be  generally 
true  for  central  Europe  and  for  the  eastern  part  of  the 
United  States.  There  has  been,  on  the  other  hand,  a 
pronounced  tendency  to  a  rapid  rise  in  land  values  in  the 
cities,  with  which  the  value  of  buildings  can  hardly  have 
kept  up.  Aside  from  these  dynamic  factors,  the  due  pro- 
portion of  the  value  of  improvements  to  the  value  of  land 
would  seem  to  be  smaller  when  the  value  of  the  land  is 
larger.^"  Hence  it  is  fair  to  assume  that  the  results  of  a 
comparison  of  tendencies  in  the  values  of  urban  and  rural 
real  estate  hold  also,  for  present  purposes,  for  mere  land 
values. 

In  fifty  years  the  value  of  Berlin  realty  multiplied 
itself  150  times.^'^  Figures  for  New  York  City  are  less 
startling,  but  comparable  in  character,  the  multiple  being 
12  for  forty  years.  ^^  The  reason  for  the  smallness  of 
the  multiple  is  doubtless  the  fact  that  the  growth  of  the 
realty  value  of  the  city  as  an  economic  entity  has  been 
so  largely  the  growth  of  realty  values  in  some  half-dozen 
counties  around  Manhattan  Island.  The  value  of  agri- 
cultural land  and  accessories  in  i860  in  Great  Britain 
was  scarcely  less  than  that  of  "houses"  with  accessory 


°^  "As  population  increases  the  value  of  land  increases  more  rap- 
idly than  the  value  of  improvements."  N.  Y.  City  Tax  Com.  Rpt.  of 
June,  1907,  p.  8. 

"  The  total  value  of  land  and  buildings  in  Berlin  increased  from 
1842  to  1892  from  395  to  5967  million  marks.  It  is  now,  according  to 
Blende's  calculation,  as  high  as  the  land-value  of  the  four  provinces 
of  E.  arid  W.  Prussia,  Pomerania,  and  Posen.     (Schmoller,  p.  641.) 

"The  Census  of  1850  (Compendium,  p.  189)  puts  the  value  of 
N.  Y.  City  realty  at  $227,015,855.  The  Census  of  1890  (Valuation 
and  Taxation,  p.  40)  states  the  value  of  N.  Y.  City  real  estate  at 
$2,627,153,845.  The  figure  for  Greater  New  York  for  1904  is 
$6,141,004,093  (Wealth,  Debt  and  Taxation,  1907,  p.  iii). 
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land.  Forty  years  later  the  value  of  "houses"  was  over 
4  times  as  great  as  that  of  "land".^-  But  the  rapid 
growth  of  an  urban  and  industrial  population  in  the 
United  States  has  been  in  every  way  more  remarkable 
since  i860  than  in  England. 

Speculation  in  real  estate  has  naturally  been  one  of  the 
most  prolific  sources  of  large  fortunes  everywhere,  and 
not  least  in  the  United  States. ^^     The  "unearned  incre- 

"The  tendency  to  a  rapid  growth  of  city  real  estate  values  was 
felt  in  London  at  the  very  beginning  of  the  nineteenth  century. 
From  returns  of  the  rental  of  the  city  of  London  it  appears  that  in 
the  thirty  years  from  1771  to  1801  the  annual  value  of  houses  in- 
creased 10.85  per  cent.,  while  in  the  first  thirty  years  of  the  nine- 
teenth century  the  increase  was  56.27  per  cent.  (Porter,  III,  p.  139.) 
Compare  the  annual  values  of  "houses"  and  "lands"  for  Great 
Britain  at  various  dates  in  the  income-tax  schedules : 

Land  Houses 

(in  mil.  pounds)     (mil.  pounds) 

i860 49  S3 

1884-S 55  125 

1901-2 43  180 

1903-4 43  197 

Income  from  land  used  for  building  purposes  is  included  with 
"houses".  (The  figure  for  i860  is  from  Schmoller,  p.  641,  which  I 
have  not  been  able  to  trace  to  its  source.  The  other  figures  are  from 
the  U.  K.  Statistical  Abstract.)  Giffen  (p.  iii)  gives  the  following 
table  showing  the  relative  importance  of  "land"  as  a  form  of  wealth 
through  two  centuries : 

Land.  Houses. 

Amt.        Per  cent.  Per  cent, 

(mil.  pds.)     of  total  Amount       of  total 

England. 

1690  (Greg.  King) 180  60  45  15 

1800  (Beeke)    600  40  180  15 

United  Kingdom. 

1812  (Colquhoun)  1200  44  400  15 

1865 1864  30  1031  17 

1875 2007  24  1420  17 

1885 1691  17  1927  19 

There  has  been  a  relative  decline  in  the  value  of  agricultural  realty 
from  60  per  cent,  to  less  than  20  per  cent,  of  the  total  wealth. 
"  See  note  at  end  of  this  chapter. 
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ment"  is  that  of  city  real  estate.  In  farm  values  there 
has  been  an  "unearned"  decrease  extending  even  into 
the  Middle  West.  The  growth  of  cities  has,  through  real 
estate  speculation  and  incremental  income,  made  man}^  of 
our  millionaires. 

As  regards  ownership  of  city  real  estate,  with  refer- 
ence to  degree  of  concentration,  it  is  significant  that  in 
the  United  States  mere  "homes",  that  is,  on  the  whole, 
city  homes,  are  two-thirds  of  them  rented,  while  "farm- 
homes"  are  two-thirds  owned.  In  New  York  City  in 
1900  hired  homes  were  87.9  per  cent.^^  It  is  less  likely 
that  an  owner  of  property  in  the  city  will  have  put  his 
first  accumulations  into  a  home  than  it  is  that  the  country- 
man will  have  done  so  with  his.  Opportunity  for  indus- 
trial employment  may  change  its  place  and  cause  an 
uprooting  of  the  city-dweller,  while  the  farm-home  pro- 
vides the  owner  with  his  occupation.  But  this  probably 
affects  comparatively  little  the  above  degree  of  difference. 
The  tendency  to  renting  homes  favors  the  growth  of 
abstract  property,  which,  again,  is  favorable  to  concentra- 
tion. The  long-term  lease  of  city  ground  for  building 
purposes,  for  ninety-nine  years,  for  example — agricul- 
tural land  is  not  rented  so — clearly  exhibits  the  abstract- 
property  spirit  and  tendency  of  city  land. 
"The  Census  percentages  (Vol.  II,  p.  cxcii)  are: 

Owned  Hired 

1900 — Farm  homes  64.4  35.6 

Other  homes 2^.^  62.7 

1890 — Farm  homes  65.9  34.1 

Other  homes 36.9  63.1 

For  Manhattan  and  Bronx  Boroughs  the  proportion  of  hired  homes 
is  94.1  per  cent.  (p.  ccvi).  In  Berlin  in  1900,  of  22,717  inhabited  lots, 
only  1776  were  inhabited  in  part  or  wholly  by  owners ;  that  is,  94 
per  cent,  of  city  lots  contained  structures  exclusively  for  renting 
with  owners  living  elsewhere.  (1900  Grundstiick  u.  Wohnungsauf- 
nahme,  p.  11.) 
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The  growth  of  cities  is  significant  for  this  study,  not 
only  for  its  effects,  but  also  because  of  its  symptomatic 
character.  It  signifies,  in  the  first  place,  a  shift  in  human 
occupations  away  from  agriculture  and  into  manufactures 
and  commerce.  This  is  partly  due  to  a  further  local  as 
well  as  personal  segregation  of  the  crafts  from  agricul- 
ture in  order  to  mechanize  them.  It  is  probably  more  due 
to  a  greater  development  of  the  refining  processes  through 
which  raw  materials  are  passed.  The  weight  of  these 
occupations  is  not  thrown  into  the  scale  of  economic 
democracy. 

But  city  growth  is  related  to  tendencies  not  only  in 
production,  but  also  in  distribution  and  consumption. 
The  differentiation  of  the  abstract-property  owner  from 
the  administrator  of  productive  wealth  permits  geograph- 
ical segregation  of  the  former.  This  means  that  he  will 
seek  certain  favored  places  of  abode,  chiefly  cities,  espe- 
cially capital  cities.  ^^  New  York  City,  or  its  neighbor- 
hood, and  Washington,  ^"^  are  thus  favored  in  the  United 
States.  But  many  Americans  find  Paris,  or  some  other 
European  resort,  more  congenial.  The  recent  growth 
of  the  "villa"  population  of  the  Riviera  is  significant  of 
corresponding  tendencies  in  Europe.  In  the  cities,  too, 
of  course  the  rich  have  their  own  quarters  or  suburbs. 

^^  Compare  the  following  remarkable  passages  in  Hume,  remem- 
bering that  his  "stock-holders"  are  government  bond-holders,  the 
then  representatives  of  the  abstract -property  owning  class :  "Na- 
tional debts  cause  a  mighty  confluence  of  people  and  riches  to  the 
capital"  (p.  364).  "These  [stockholders]  are  men  .  .  .  who  can 
enjoy  their  revenue  in  any  part  of  the  globe  in  which  they  chuse  to 
reside,  who  will  naturally  bury  themselves  in  the  capital  or  in  great 
cities,  and  who  will  sink  into  the  lethargy  of  a  stupid  and  pampered 
luxury,  without  spirit,  ambition,  or  enjoyment"   (p.  367). 

"  The  proportion  of  the  millionaires  in  Washington  who  are 
women,  and  thus  presumably  not  active  in  the  administration  of 
productive  wealth,  is  noticeably  large.     See  list  in  World  Almanac. 
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The  political  and  social  effects  of  such  absenteeism  are 
of  much  importance.  But  we  are  here  concerned  with  it 
only  as  a  symptom  of  the  growth  of  riches. 

The  presence  of  the  rich  in  the  cities  helps  to  drive  up 
land  values.  The  provision  of  public  utilities  and  the 
support  of  institutions  for  amusement  and  education  add 
to  the  attractiveness  of  city  life  and  intensify  the  ten- 
dency to  concentration  of  population.  It  is  chiefly  ability 
to  pay  on  the  part  of  the  rich  that  makes  the  best  of  these 
things  possible.  The  growth  of  the  great  city,  moreover, 
adds  to  the  material  for  riches  by  creating  needs  of 
transportation  and  of  other  forms  of  public  service  which 
are  the  basis  of  enormous  capitalization  of  street  and 
steam  railway  enterprises  and  the  like. 

The  contemporaneous  growth  of  large  fortunes  and 
of  large  cities  in  the  United  States  is  not  a  mere  co- 
incidence. The  growth  of  a  city  proletariat  is  recipro- 
cally cause  and  consequence  of  industrial  and  commercial 
organization  on  a  large  scale.  Thus  a  cause  of  inequality 
is  working  within  cities.  Both  for  business  and  for  pleas- 
ure, on  the  other  hand,  the  cities  offer  special  attractions 
to  the  rich  outside,  as  well  as  producing  probably  more 
than  their  share  from  their  own  population.  The  number 
of  very  rich  men  who  have  been  attracted  to  New  York 
from  outside  is  symptomatic  of  a  general  tendency.  The 
growth  of  cities  means  thus  a  growth  of  large  fortunes, 
of  which  it  is  both  cause  and  consequence.  ^''^ 

"  Evidence  of  the  difference  between  city  and  country  as  regards 
wealth  and  its  distribution  follows  : 

Cities,  owing  largely  to  greater  real  estate  values,  have  more  per 
capita  wealth  than  rural  districts.  (Cf.  Map  No.  i  in  nth  Census 
Rpt.  on  Valuation  and  Taxation.  •  Densely  populated,  along  with 
new  and  nearly  unoccupied  regions — this  last  doubtless  being  due  to 
the  speculative  factor — show  the  highest  per  capita  value  of  real 
estate.  The  great  agricultural  regions  show  moderate  or  low  per 
capita  values.    Cf.  the  data  for  New  York  below).    This  is  a  reason 
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The  much  greater  growth  in  the  value  of  city  real 
estate  as  compared  with  that  of  rural,  that  is,  mainly 
agricultural,  land,  gives  the  latter  much  less  weight  in 


why  we  should  expect  absolutely  larger  fortunes.  But  it  does  not 
account  for  comparative  degrees  of  concentration  of  property  in  city 
and  country. 

A  comparison  of  the  probate  statistics  of  Suffolk  County,  including 
the  capital  and  chief  city  of  the  state,  with  those  for  the  rest  of 
Massachusetts  shows  the  greater  number  and  weight  of  the  rich  in 
the  former.  (The  data  are  from  the  1894  Report  of  the  Massachu- 
setts Bureau  of  Statistics  of  Labor.) 

Massachusetts  Probate  Statistics. 


Population 
(i2th  Census, 
vol.  I,  p.  24). 

1829-31. 

Suffolk  Co 62,163 

Rest  of  State 548,245 

1859-61. 

Suffolk  Co 192,700 

Rest  of  State 1,038,366 

1879-81. 

Suffolk  Co 387,927 

Rest  of  State I,395,i58 

1889-91. 

Suffolk  Co 484,780 

Rest  of  State 1,754,163 


Size  of 
median 
estate. 


1829-31. 

Suffolk  Co $1029 


Rest  of  State. 
1859-61. 

Suffolk  Co.  . . 

Rest  of  State  . 
1879-81. 

Suffolk  Co.  . . 

Rest  of  State. 

1889-91. 

Suffolk  Co.  . . 
Rest  of  State. 


92s 

2178 
1748 

2806 
2136 

2664 
2323 


Number      Ratio  of 

of       same  to  popu 
estates      lation  (large, 
above      ests.  in  ri  yrs. 
$11)0,000.     per  100,000). 


6  9-6 

5  -9 

40  20.8 

46  44 

93  24.0 

116  8.3 

113  23.3 

131  7-5 

50  No.  estates  Ratio  of 

times  the  above  same  to 

median.  50  x  median,  pc-pulation. 


$51,450 
46,250 

108,900 
87,400 


14 
22 

37 
58 


140,300    69 
106,800   112 


133,200 
116,150 


115 


22.5 
4.2 

19.2 
5.6 

17.8 
8.0 

18.4 
6.6 
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the  total  of  wealth.  The  growth  of  fortunes  based  on 
urban  realty  has  thus  much  more  than  outweighed  the 
increased  number  of  proprietor-cultivators,  together  with 

The  first  part  of  the  table  is  given  for  rough  comparison  without 
regard  to  the  requirements  of  correct  method.  But  in  the  second 
part,  though  the  form  of  tabulation  is  analogous,  a  thoroughly  rela- 
tive test  for  concentration  is  used.  The  method  of  calculation 
assumes  a  geometrical  distribution  of  cases  between  class  limits  and 
is  simply  a  reversal  of  the  processes  indicated  in  footnote  5  of  chap- 
ter II.  The  differences  exhibited  as  regards  concentration  of  prop- 
erty are  striking  enough  to  overbear  any  sort  of  objection. 

A  similar  comparison  of  Baltimore  with  the  rest  of  Maryland 
shows  the  same  sort  of  difference.  The  data  are  from  the  3rd  and 
4th  Annual  Rept.  of  the  state's  Bureau  of  Industrial  Statistics. 
Population  is  estimated  by  simple  arithmetical  interpolation. 

Maryland  Probate  Statistics. 


Baltimore  City. .  . 

1875-1880  incl.. 
Rest  of  Maryland 

1875-79  incl 

Baltimore  City. . . 

1888-93  incl.... 
Rest  of  Maryland 

1890-94  incl 


Population 
316,073 

(Dec,  1877) 

575,903 

(June,  1877) 
471,698 

(Dec,  1890) 
622,178 

(June,  1892) 


Number         Ratio  of 

of  same  to  popu 

estates  lation  (large 

above  ests.  in  3  yrs. 

$100,000.  per  100,000). 

64  (6  yrs.)  lO.i 

10  (5 yrs.)  i.o 

89  (6  yrs.)  9.4 

16  (5  yrs.)  i.S 


Baltimore  City,  1875-80 

Rest  of  Maryland,  1875-79. 

Baltimore  City,   1888-93 

Rest  of  Maryland,  1890-94. 


Size  of 
median 
estate 

$1947 

903 

1541 

72s 


50  times 

the 
median 

$97,350 

45,150 

77,050 

36,250 


No.  of  es-        Ratio  of 
tates  above  same  to  pop- 
50  X  median.      ulation. 


66 

39 

126 

50 


10.4 

4.1 

134 

4-9 


It  should  be  noted  that  the  above  are  not  comparisons  of  accu- 
rately defined  and  separated  urban  and  rural  populations,  but  merely 
of  more  thoroughly  urban  with  a  partly  rural  or  less  urban  popula- 
tion. There  is  no  basis  for  an  inference  as  to  the  degree  of  differ- 
ence between  city  and  country  in  respect  of  concentration,  unless  it 
be  that  the  difference  is  much  greater  than  appears. 
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the  tendency,  now  reversed  in  the  United   States,  to  a 
relative  gain  for  middhng  holdings  in  agriculture.     But 

A  qualification  is  necessary  as  regards  these  probate  figures.  If 
small  properties  are  in  effect  less  than  reported,  by  reason  of  indebt- 
edness, the  situation  is  not  so  favorable  for  the  country  as  appears. 
But  this  affects  only  the  degree  of  apparent  difference.  There  is,  on 
the  other  hand,  a  large  amount  of  evasion  of  city  taxes  on  the  part 
of  the  rich  by  acquiring  a  legal  residence  where  taxes  are  lov^^. 
There  is  also  the  undervaluation  of  personalty  in  large  estates. 

Statistics  permitting  an  analogous  comparison  for  the  state  of 
New  York  follow.  Not  only  the  distribution  of  estates  by  size,  but 
the  proportions  of  personalty  and  realty  in  the  different  classes  of 
estates,  is  given,  since  it  is  highly  significant  for  our  study  of  causes. 
The  period  covered  by  the  statistics  is  the  three  months  ending  with, 
and  inclusive  of,  December,  1892,  selected  because  during  them  there 
was  no  great  estate  admitted  to  probate  in  New  York  City.  Page 
references  are  to  Spahr,  Present  Distribution  of  Wealth,  under 
whose  direction  the  statistics  were  compiled. 

Distribution  of  Property  in  Estates. 
New  York  City  (p.  56). 

Aggregate 
Estates.  No.  Per  cent.  value.  Per  cent. 

$50,000   and   over 53  5  $12,437,511  75 

$50,000  to  $5,000 212  22  3,538,313  21 

Under  $5,000   704  72,  590,172  4 

Totals    969  $16,565,996 

Per  cent,  division 
within  the  classes. 
Realty.  Per  cent.  Personalty.  Per  cent.         Realty.         Persunalty. 

$4,471,900      72  $7,965,611      77  36     64 

1,660,833      27      1,867,480      18     47      53 

40,967  I  549,205  5  7  93 


$6,173,700  $10,382,896 

Kings  County  (Brooklyn), 

considered  fairly  representative  of  the  large  cities 

of  the  country  (p.  62,  footnote). 

Aggregate 
Estates.  No.  Per  cent.  value. 

$50,000  and  over 27  5  $6,973,100 

$50,000  to  $5,000 147  29  2,099,330 

Under  $5,000   336  66  512,030 

Totals    510  $9,584,460 


Per  cent. 

72, 
22 

5 
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there  is  more  to  be  said  of  the  prospects  of  the  propertied 
middle  class  in  agriculture.  Aside  from  the  symptom  of 
increase  of  tenancy  in  the  United  States,  there  is  a  differ- 


Realty. 

Per  cent. 

Personalty. 

Per  cent. 

Per  cent,  within  classes. 
Realty.         Personalty. 

$2,8/2,100 

71 

$4,101,000 

74 

41 

59 

1,029,250 

26 

1,070,080 

19 

49 

51 

135,330 

3 

376,700 

7 

26 

74 

$5,036,680  $5,547,780 

The  State  Outside  Nezv  York  and  Brooklyn  (p.  64). 

Aggregate 

Estates.                                   No.            Percent.                 value.  Percent. 

$50,000  and  over 36             2            $8,794,663  55 

$50,000  to  $50,ooi\ 409            22              5,184,196  22 

Under  $5,000 1427            76              2,085,098  13 

Totals    1872  $16,063,957 

Per  cent,  within  classes. 

Realty.                  Per  cent.            Personalty.           Per  cent.          Realty.  Personalty. 

$2,188,540      36     $6,061,123      67     25  75 

2,950,32s      48      2,233,871      22      57  43 

989,668              16               1,095,430             II             47  53 


$6,128,533  $9,935,424 

Madison,  Herkimer,   Wyoming,  Chenango  and  Schoharie  Counties, 
which  are  typically  agricultural  (p.  63). 

Aggregate 
Estates.  No.         Per  cent.  value.  Per  cent. 

$50,000  and  over 3  2  $251,000  19 

$50,000  to  $5,000 60  28  623,163  19 

Under  $5,000  .149  70  465,258  35 


212 

$1,339,421 

Per  cent,  within  classes. 

Realty. 

Per  cent. 

Personalty. 

Per  cent. 

Realty. 

Personalty. 

$56,000 

9 

$195,000 

28 

22 

78 

334,475 

53 

288,688 

41 

54 

46 

243.525 

40 

221,733 

31 

52 

48 

$634,000  $705,421 

A  relative  test  for  these  figures  may  perhaps  be  omitted,  for 
present  purposes,  since  it  would  affect  only  the  degree  of  difference 
between  city  and  country,  not  its  direction.     Indeed,  its  use  in  this 
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ence  between  ownership  and  ownership.  It  is  important 
to  know  what  has  been  the  tendency  as  regards  the  mort- 
gaging of  farms.     We  should,  a  priori,  expect  an  in- 


comparison,  on  the  basis  of  such  statistics  as  the  above,  is  exposed 
to  the  objection  that  much  of  the  income  and  property  of  city  resi- 
dents is  derived  from  concrete  capital  to  be  found  in  the  country,  as, 
for  example,  in  the  case  of  mortgages  on  country  real  estate,  or  in 
the  case  of  securities  of  railway  corporations  whose  trackage  is  in 
the  country.  The  local  concentration  of  large  holdings  of  personalty, 
doubtless  mostly  paper  property,  in  cities  is  very  much  in  evidence. 
It  is  noticeable,  on  the  other  hand,  how  little  the  small  property- 
holders  are  able  to  acquire  realty  in  such  a  large  city  as  New  York. 
New  York's  transfer  tax  is  an  inheritance  tax  whose  burden 
falls  on  the  well-to-do  and  the  rich.  After  making  allowance  for 
differences  in  per  capita  wealth,  there  is  no  reason  why  receipts  from 
it  should  vary  significantly  in  different  parts  of  the  state  except  for 
the  unequal  local  distribution  of  the  rich.  The  data  compiled  in  the 
following  table  were  obtained  from  the  Reports  of  the  Comptroller  of 
the  state,  for  the  five  fiscal  years  1902  to  1906  inclusive.  Per  capita 
value  of  real  property  and  improvements  in  1900  (exclusive  of  rail- 
roads, street  railways,  telegraph  and  telephone  systems,  privately 
owned  water-works,  and  privately  owned  electric  light  and  power 
stations),  as  calculated  from  data  in  the  1907  Report  on  Wealth, 
Debt,  and  Taxation,  p.  69,  are  added  as  an  indication  of  the  allowance 
to  be  made  for  differences  in  per  capita  wealth.  The  per  capita 
values  of  the  tax  receipts  and  of  realty  are  calculated  for  groups  of 
counties  as  follows : 

Kings,  New  York,  Queens,  Richmond,  grouped  as  Greater  New 
York,  100  per  cent,  urban ;  Albany,  Broome,  Chemung,  Erie, 
Fulton,  Monroe,  Niagara,  Oneida,  Onondaga,  Renssalaer,  Sche- 
nectady, Westchester,  grouped  together  as  having  50  per  cent,  or 
more,  but  not  100  per  cent,  of  their  population  in  incorporated 
places  of  8000  or  more  inhabitants  in  1900 ;  Cattaraugus,  Cayuga, 
Chautauqua,  Clinton,  Columbia,  Cortland,  Dutchess,  Genesee, 
Herkimer,  Jefferson,  Montgomery,  Ontario,  Orange,  Oswego, 
St.  Lawrence,  Saratoga,  Steuben,  Tompkins,  Ulster,  Warren, 
grouped  together  as  having  some,  but  not  50  per  cent.,  of  their 
population  urban,  as  defined  above ;  Allegheny,  Chenango,  Dela- 
ware, Essex,  Franklin,  Greene,  Hamilton,  Lewis,  Livingston, 
Madison,  Nassau,  Orleans,  Otsego,  Putnam,  Rockland,  Scho- 
harie, Schuyler,  Seneca,  Suffolk,  Sullivan,  Tioga,  Washington, 
Wayne,  Wyoming,  Yates,  grouped  together  as  having  no  urban 
population. 
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crease,  for  not  only  have  institutions  of  credit  and  the 
practice  of  undertaking  every  kind  of  business  with  bor- 
rowed capital  grown  up   from  nothing  since  the  mid- 

Gross  Receipts  from  the  Transfer  Tax  in  New  York  as  Dis- 
tributed BY  Counties  Grouped  According  to  Urbanism. 

Per  capita 

val.  of  Transfer  tax  Receipts 

real  prop.  recei   ts  for  per  capita 

Population   and  imprvmnts.  five  years                 in  the 

Groups.                            in  igoo.            in  1900.  1902-1906.  five  years. 

Greater  New  York  (4 

counties)    3,437,202        $1,507        $16,148,598        $4.70 

12    counties     half    or 

more  urban 1,712,467  827  4,676,803  2.73 

20  counties   less    than 

half  urban    1,239,458  651  1,992,674  1.61 

25     counties     without 

urban  population  . .      879,767  633  1,678,994  1.91 

Totals    7,268,894        $1,097        $24,497,060        $3.37 

The  artificiality  of  the  grouping  in  the  above  table  reduces  the 
apparent  difference  between  city  and  country.  Of  the  receipts  from 
the  second  group  Westchester  county  affords  $2,001,957,  or  not  far 
from  one-half.  The  third  group  is  most  nearly  homogeneous,  with 
Dutchess,  Orange,  and  Saratoga  counties  having  the  largest  receipts. 
In  the  fourth  class,  Nassau  accounts  for  $544,454,  and  Suffolk  for 
$248,065,  of  the  receipts,  while  no  other  county  in  the  group  affords 
as  much  as  $100,000.  The  counties  outside  the  metropolis  with  most 
riches  are  such  by  overflow  from  the  great  city,  not  by  native  growth. 

Census  figures  showing  much  greater  proportion  of  renting  of 
homes  in  city  than  in  country  have  been  referred  to  in  another  con- 
nection (p.  75). 

Prussian  income-tax  data  are  arranged  in  such  a  way  as  to  bring: 
out  the  fact  of  local  concentration  of  large  incomes  in  the  cities.  In 
Prussia  in  1903  incomes  of  100,000  marks  or  more  formed  0.09  per 
cent,  of  cases  of  taxation  in  cities,  and  0.03  per  cent,  in  the  rest  of  the 
kingdom.  The  percentages  of  income-tax  payers  to  population  is 
larger  in  the  cities.  The  contributions  from  this  class  of  incomes 
were  15.50  per  cent,  for  the  cities  and  11.66  per  cent,  for  the  rest  of 
the  state.  (Centennial  Vols,  of  the  Prussian  Bureau  of  Statistics, 
Pt.  II,  p.  127.) 

The  tendency  to  the  disproportionate  presence  in  cities  of  the 
possessors  of  the  largest  incomes  is  rather  an  indication  than  a 
measure  of  their  detachment  from  the  places  where  the  incomes  are 
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die  ages,  but  there  has  been  a  tendency  to  a  change  from 
the  personal  to  the  impersonal  in  credit  as  in  other  rela- 
tions. Real  estate  is  the  most  acceptable  basis  for  long- 
term  borrowing.  The  same  tendencies  which  favor  the 
growth  of  abstract-property  income  in  other  fields  are 

produced.  It  is  of  course  possible  that  they  may  choose  to  reside 
elsewhere  than  in  cities.  They  are  likely  to  have  both  city  and 
country  homes,  and,  in  America  at  any  rate,  would  be  likely  to 
maintain  legal  residences  in  the  latter.  In  Prussia  there  are  working 
against  city  residence  the  traditions  of  feudalism  and  Junkertiim. 

The  more  thoroughgoing  the  detachment  from  nature,  the  higher 
the  minimum  money  income  must  of  necessity  be,  and  this  doubtless 
affects  the  size  of  smaller  incomes  in  cities  and  their  proportion  of  the 
total.  In  the  diagrams  of  the  Prussian  Statistical  Atlas  (Centennial 
Vols.,  Pt.  Ill,  Tables  98  and  99),  the  fact  of  generally  higher  money 
incomes  from  labor  in  cities  is  evident,  though  the  very  large  in- 
comes, that  is,  mainly  from  property,  are  even  more  prominent. 
In  Berlin,  the  large  proportion  of  incomes  between  900  and  1200 
marks,  that  is,  lying  just  within  the  scope  of  the  income  tax,  is 
especially  noticeable. 

The  suggestion  of  local  concentration  of  abstract  property  is  sup- 
ported by  such  figures  as  are  obtainable  relating  to  the  place  of 
ownership  of  securities.  Any  evidence  of  such  concentration  not  in 
the  locality  of  the  concrete  wealth  corresponding  to  it,  or  evidence 
of  dispersion  away  from  that  point,  is  itself  testimony  to  the 
abstractness  of  the  property. 

The  distribution,  as  it  was  in  1880,  of  one  large  block  of  abstract 
property  among  the  different  states  of  the  United  States,  and  as 
between  city  and  country,  is  known.  As  compiled  by  the  Census  of 
1880,  of  $417,538,850  of  registered  U.  S.  bonds  held  by  private  indi- 
viduals, the  following  amounts  were  held  in  the  states  specified  (loth 
Census,  Vol.  VII,  Valuation,  Taxation,  and  Public  Indebtedness,  p. 
494).  Percentages  of  this  total  owned  in  certain  states,  their  popu- 
lation, and  percentages  of  their  population  to  that  of  the  U.  S.  are 
added  for  purposes  of  comparison. 

State.  Aral,  of  bonds.         Percent.        Population  1880.      Percent. 

Massachusetts    $45,138,750 

New  York 210,264,250 

Distrist  of  Columbia...     12,419,050 

Of  $321,749,050  in  bonds  held  by  private  individuals  in  117  cities  the 
following  was  the  distribution  among  certain  cities  (p.  495-?)  : 


10.8 

1,783,085 

3-5 

50.4 

5,082,871 

10. 1 

3-0 

177,624 

0.4 
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also  affecting  the  income  from  agricultural  land.^^  Per- 
haps an  important  reason  why  the  forces  at  work  to 
produce  concentration  of  ownership  in  other  lines  are  in 
general  not  operative  in  agriculture  is  because  the  land 
mortgage  serves  the  purposes  of  the  rich  better  than  the 
ownership  of  large  estates. ^^  On  the  side  of,  the  mort- 
gagor, too,  familiarity  with  credit  forms  should  be  ex- 
Boston  $19,958,950 

New  York  City 176,724,550 

Philadelphia    26,457,450 

Baltimore    6,130,200 

Washington    12,084,650 

Chicago    5,953,600 

San  Francisco 10,312,450 

Many  of  the  holdings  on  which  payments  were  made  in  New  York 
were  doubtless  owned  abroad,  but  this  does  not  appreciably  aflfect  the 
importance  of  the  evidence  for  local  detachment  and  urban  concen- 
tration of  abstract  property. 

Stocks  and  bonds  of  corporations  are  believed  to  be  owned  chiefly 
in  the  big  cities  of  the  East.  The  following  quotation  is  illustrative 
of  the  business  man's  opinion  :  "Wall  street  cuts  no  such  figure  in 
the  eye  of  the  Middle  West  as  it  does  to  the  communities  on  the 
Atlantic  seaboard.  The  crash  in  prices  and  the  violent  fluctuation 
of  stocks  attract  slight  attention.  For  one  thing  the  West  has  so  few 
stocks  that  it  is  not  directly  interested.  It  could  sell  all  it  owns  of 
Eastern  shares  and  create  little  excitement  in  Wall  Street."  (N.  Y. 
Evening  Post,  Mar.  10,  1906.) 

That  the  larger  incomes  are  more  to  be  found  in  cities,  and  that 
the  cities  also  contain  a  larger  proportion  of  large  fortunes,  may  be 
considered  proved. 

"  Improvements  in  the  method  of  mortgaging,  by  registers,  etc., 
in  connection  with  the  removal  of  former  feudalistic  hindrances, 
have  brought  it  about  that  "in  Western  Europe  from  1700  to  1900 
the  indebtedness  of  landed  property  very  generally  increased  from  a 
small  per  cent,  (wenige)  up  to  half  the  value  and  over."     Schmoller, 

"  "I  have  been  unable  to  find  .  .  .  that  capitalists  are  seeking 
investments  in  farms,  except  in  so  far  as  they  lend  money  to  farmers 
on  farm  mortgage  securities.  The  lenders  do  not  want  the  farms." 
Mr.  Geo.  K.  Holmes  in  a  letter  printed  in  Emerick,  Pol.  Sci.  Quar., 
IX,  pp.  619-20.  The  statement  would  probably  be  agreed  to  by  all 
in  a  position  to  know. 
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pected  to  increase  the  tendency  to  purchase  on  a  small 
margin  by  a  class  that,  under  former  social  and  economic 
conditions,  would  have  become  tenants.  And  the  spirit 
of  enterprise  which  is  characteristic  of  the  American 
farmer  might  be  expected  to  promote  the  borrowing  of 
money  for  improvements.  High  farm  values  should 
mean  more  difhculty  in  paying  off  the  mortgages  already 
incurred,  and  increase  their  proportion  to  the  value  of 
farms.  Rising  values  should,  of  course,  have  the  oppo- 
site effect,  but  might  be  outweighed  by  introducing  the 
influence  of  high  and  speculative  values,  where  farms 
change  hands  frequently.  Such  general  factors  have 
probably  been  at  work  in  the  United  States  in  a  way  to 
increase  the  amount  of  farm  mortgages  for  the  country 
as  a  whole  since  the  attempt  of  the  Census  Office  to  ascer- 
tain their  amount  in  1890.  According  to  the  enumera- 
tion of  1900,  though  we  have  no  data  for  amounts  of 
mortgages,  there  has  been  an  increase  in  the  proportion 
of  farms  mortgaged.^^ 

^  The  percentage  distribution  is : 

Ownership  of  Homes  Known. 
Free.  Encumbered. 

1900 — Farm  homes  68.9  31. i 

Other  homes 68.0  32.0 

1890 — Farm  homes  71.8  28.2 

Other  homes 72.3  27.7 

From  1 2th  Census,  vol.  II,  p.  cxcii.  It  is  natural  to  assume  that  the 
same  conditions  which  cause  an  increase  in  the  extent  of  mortgage 
indebtedness  will  increase  its  proportion  to  the  total  value  of  such 
property.  Prussia  apparently  affords  the  most  recent  and  accurate 
information  on  the  subject  of  the  real  estate  mortgage.  Schmoller 
(p.  647)  summarizes  the  situation  as  follows:  "In  1893  the  finance 
minister  estimated  the  sum  of  Prussian  mortgages  (Hypoteken  und 
Pfandbriefe)  in  city  and  country  at  16.5  billion  marks.  Eberstadt 
gives  the  increase  of  hypothecary  indebtedness  in  Prussia  from 
1886  to  1897  for  the  cities  as  8.5  and  for  the  country  as  2.4  billions. 
For  all  Germany  the  same  author  calculates  the  mortgage  indebted- 
ness in  city  and  country  at  42  billion  marks.     If  the  total  value  of 
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If  thus,  through  the  growth  of  the  abstract-property 
interest  in  land,  the  agricultural  entrepreneur  tends  to 
become  less  a  man  of  means,  the  position  is,  other  things 
being  equal,  more  accessible.  Perhaps  it  is  the  abstract- 
property  arrangement  which  will  prevent  the  growth  of 
permanent  tenancy  in  the  United  States. ^^  Tradition 
and  social  prestige  do  not  in  the  United  States,  as  they 
do  in  England,  weigh  in  the  scale  against  economic  rea- 
sons and  favor  large  estates  and  tenancy.  Great  country 
estates  of  the  rich  in  America  are  chiefly  pleasure  parks. 
But  the  prospect  of  mortgaged  farms  has  its  disad- 
vantages. Such  a  situation  is  not  favorable  to  land 
amelioration.  The  farmer's  margin,  in  such  a  case,  is 
too  much  like  the  speculator's  margin.  But  the  mortgage 
prospect  is  the  worst  situation  at  all  likely,  and  not  what 
is  especially  to  be  expected.  Conditions  are  more  favor- 
able to  the  continuance  of  a  propertied  middle  class  of 
owners  of  agricultural  land  than  for  a  corresponding 
wealth-administering  urban  middle  class. 

History  has  worked  great  changes  in  "landed  inter- 
est". Rural  landlords,  who  once  controlled  the  state, 
have  not  only  lost  their  dominant  position  in  political 
affairs,  but  are  losing  ground  absolutely  and  literally. 
The  richest  peers  and  greatest  landed  proprietors  of 
England  owe  their  primacy  to  the  fact  that  they  own  so 
much  of  the  ground  of  London.  Our  great  landlord 
family,  the  Astors,  have  made  a  specialty  of  investment 
in  city  real  estate.     Common  speech  in  the  United  States 

wealth  in  Germany  is  about  200,  and  that  of  land  and  buildings  about 
100,  billion  marks,  the  result  is  that,  of  the  realty,  the  owner  disposes 
of  58  per  cent.,  and  the  creditor  42  per  cent.  The  situation  is  similar 
in  many  lands."  Percentages  of  indebtedness  to  land  value  for  the 
districts  of  Prussia  in  detail,  but  not  for  the  total,  are  given  in  the 
Centennial  Volumes  of  the  Prussian  Statistical  Bureau,  II,  pp.  130-135. 
^  Emerick's  conclusion,  p.  620,  is  the  same,  with  this  implied  as 
one  reason. 
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has  even  ceased  to  recognize  the  distinctive  calHng  of  the 
possessor  of  large  rural  estates  worked  by  tenant  culti- 
vators. The  word  ''landlord"  brings  to  our  minds  images 
either  of  the  owner  of  city  tenements  or  of  the  hotel- 
keeper.  And  the  "landlady"  is  a  boarding-  and  lodging- 
house  keeper ! 

The  freeholder  and  cultivator  of  land  has  always  been 
the  mainstay  of  American  democracy.  We  need  not 
greatly  fear  the  extinction  of  this  class,  nor  even  its 
decline,  as  regards  absolute  numbers.  But  the  owner  of 
city  land  has  been  gaining  greatly  in  importance,  here  as 
elsewhere,  since  the  middle  of  the  last  century,  and  the 
owner  of  agricultural  land  has  relatively  been  declining. 
The  growth  of  cities,  which  is  also  symptomatic  of  indus- 
trial and  social  tendencies  toward  inequality,  has  not  only 
in  process  been  the  means  of  making  many  rich  through 
value-increase  of  real  estate,  but,  as  an  accomplished 
fact,  it  is  the  basis  of  a  new  landlord  class,  in  effect 
possessors  of  abstract  property,  who  are  certainly  richer 
in  the  total,  whose  richest  are  doubtless  far  richer,  and 
who  are  more  numerous,  than  the  feudal  landlords  of  a 
former  age. 

§  3.  Mineral  Resources. 
The  rapid  exploitation  of  natural  resources  has  been 
increasingly  prominent  in  the  last  century  throughout 
the  world,  but  most  of  all  in  the  United  States.  The 
extension  of  the  cultivation  of  land  has  been  one  phase 
of  this,  but  not  so  remarkable  as  the  development  of 
mineral  resources.  Intermediate  in  their  nature  between 
these  two  are  lumber  and  grazing,  both  notable  for  the 
quota  they  have  contributed  to  the  number  of  American 
millionaires.^^    But  the  tendencies  exhibited  in  lumbering 


See  note  at  end  of  chapter. 


823]  The  Growth  of  Large  Fortunes  89 

and  cattle-raising  are  similar  to  those  in  mines  and  min- 
erals, where  the  rate  and  kind  of  exploitation  are  best 
observed. 

The  extraction  and  utilization  of  minerals  has  made 
enormous  strides,  intensively  throughout  the  world  by 
technical  improvements,  and  extensively  by  bringing  into 
the  market  the  products  of  the  mines  of  new  countries. 
Such  enterprises,  when  important,  are  almost  without 
exception  carried  out  on  a  large  scale,  and  by  corpora- 
tions. They  also  exhibit  a  tendency  to  monopoly,  ob- 
servable, for  example,  in  American  coal,  iron,  and  copper. 
They  thus  afford  appropriate  food  for  the  growth  of 
large  fortunes.-^  Not  only  so,  but  the  production  of 
some  of  the  minerals,  especially  iron  and  coal,  is  an 
index  of  the  growth  of  large-scale  power-driven  machine 
production  and  of  capitalism  in  all  lines.  It  is  matter 
of  common  knowledge  how  recent  is  the  mineral  devel- 
opment of  the  United  States,  but  jfigures  for  other  coun- 
tries also  astonish  by  their  magnitude. 

It  is  calculated  that  the  world's  production  of  iron  in 
1800  was  825  thousand  metric  tons.  In  1898  it  was 
36,159  thousand  metric  tons.  The  increase  has  multi- 
plied the  amount  45  times  in  less  than  a  century.-^  But 
the  United  States  has  outstripped  all  others  in  this  devel- 
opment, having  passed  the  United  Kingdom  in  the  pro- 
duction of  iron  and  steel  in  1890,  and  being  now  far  in 
the  lead.  Of  iron  ore  it  produces  more  than  any  other 
three  countries.     It  produces  37  per  cent,  of  the  world's 


^  Incorporated  companies  account  for  86.3  per  cent,  of  the  value 
of  the  product  of  mines  and  quarries  (1902  Census  Special  Report 
on  Mines  and  Quarries,  p.  66).  In  manufactures  the  corresponding 
proportion  in  1900  was  two-thirds.  The  average  value  of  product  for 
these  corporations  is  somewhat  less  in  mining  than  in  manufacturing, 
but  probably  not  enough  less  to  account  for  the  contribution  of  the 
value  of  raw  materials  to  the  value  of  manufactures. 

^■'  For  a  detailed  table  see  Juraschek,  in  Conrad  III,  p.  475. 
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iron  and  steel,  while  the  United  Kingdom  and  Germany- 
together  produce  only  about  40  per  cent.^^ 

In  the  production  of  coal  recent  developments  are  not 
less  startling.  In  1800  the  production  of  the  world  was 
12  million  metric  tons;  in  1897  it  was  650  million  metric 
tons.^*^  There  has  been  an  increase  to  54  times  the 
amount  at  the  beginning  of  the  century.  The  coal  pro- 
duction of  1904  was  close  to  900  million  metric  tons.^'^ 
As  with  iron,  the  production  of  coal  has  been  increasing 
at  an  accelerating  rate.  Again  the  United  States  exhibits 
the  characteristic  tendency  in  its  highest  degree.  Al- 
though its  production  had  scarcely  begun  in  1830,  it  has 
recently,  in  1899,  passed  the  United  Kingdom,  and  now 
produces  nearly  half  as  much  again  as  that  country.  Its 
prospects,  as  tested  by  area  of  coal  fields,  make  the  com- 
parison even  more  favorable.  ^^ 

The  utilization  of  mineral  oil  began  only  in  the  middle 
of  the  nineteenth  century,  since  which  time  production 
has  increased  enormously.  Two  countries  enjoy  almost 
a  monopoly  of  this  product.  The  United  States  lost  the 
leadership  to  Russia  in  1898,  but  regained  it  in  1902,  and 
has  gone  ahead  at  such  a  rate  that  in  1904  it  produced 
almost  half  as  much  again  as  Russia.-^ 

The  United  States  also  leads  the  world  by  far  in  the 
production  of  copper.  In  fact  it  produces  more  than  all 
the  rest  of  the  world  put  together,  and  more  than  seven 
times  the  product  of  any  other  country.^^  This  line  of 
production  has  developed  from  almost  nothing  since  the 

^  The  Mineral  Industry  during  1904,  pp.  253-4. 

^'  For  details  see  Juraschek  in  Conrad  II,  p.  562b,  etc. 

*^  The  Mineral  Industry,  p.  96. 

^  See  table  in  Chisholni,  Commercial  Geog.,  4th  ed.,  p.  174.  It 
appears  that  the  United  States  and  China  are  in  a  class  by  them- 
selves, each  with  nearly  twenty  times  the  area  of  the  coal-fields  of 
any  European  country  except  Russia. 

"  The  Mineral  Industry,  p.  353. 

^^  Ibid.,  p.  122. 


32  5]  The  Growth  of  Large  Fortunes  91 

seventies.  The  production  of  copper,  too,  in  this  "age  of 
electricity",  has  an  importance  and  a  symptomatic  value 
in  relation  to  industry  next  to  that  of  iron  and  coal. 

The  United  States  also  leads  in  the  production  of 
aluminum,  borax,  salt,  quicksilver,^^  phosphate,  and  lead. 
In  zinc,  Germany  alone  is  a  little  ahead  of  us.  In  silver 
Mexico  barely  leads  the  United  States.  In  gold.  South 
Africa,  the  United  States,  and  Australia  are  close  com- 
petitors for  first  place. 

This  great  development  of  mineral  industries  in  the 
United  States  has  been  as  recent  and  rapid  as  otherwise 
noteworthy.  In  the  words  of  a  recent  foreign  observer : 
"Not  only  does  the  United  States  far  outrank  other 
countries,  but  its  supremacy  in  this  particular  sphere  of 
activity  is  constantly  becoming  more  pronounced."^-  Re- 
markable as  has  been  the  growth  in  other  lines,  the 
mineral  industries  lead  all  others  in  rapidity  of  develop- 
ment.^^   The  total  value  of  our  mineral  output  unmanu- 

''  List  so  far  from  Gannett,  Statistical  Abstract  of  the  World,  1907, 

p.  22flf. 

'^  Pierre  Leroy-Beaulieu,  p.  222. 

^  In  the  Report  of  the  Industrial  Commission  (vol.  XIX,  Appendix 
I)  are  diagrams  showing  the  increasing  volume  of  production  in  the 
various  lines  in  the  United  States.  These  data  are  used  as  the  basis 
of  the  following  comparisons  for  the  beginning  and  end  of  the  thirty- 
year  period  1870  to  1900.  Where  the  period,  as  indicated  is  dififerent, 
the  ratio  has  been  calculated  as  if  the  same  rate  of  increase  had  been 
maintained  for  the  longer  period.  Population  and  its  increase  are 
added  for  comparison. 

Relative  Volume  of  Production  in  the  United  States  in  1900, 
taking  the  datum  of  1870  as  100. 

Gold    159 

Silver    4SS 

Pig  iron ^22) 

Copper   2150 

Petroleum   1156 

Bituminous  coal  (from  1880) 509 

Anthracite  coal   (from  1880) 189 
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facturecl  in  1902  was  797  million  dollars.  As  late  as  1870 
it  was  only  191  millions. ^^  Of  the  product  of  mineral 
industries  the  value  in  1904  is  estimated  at  one  and  a 
half  billion  dollars. ^^ 

Not  only  has  the  United  States  produced  the  minerals, 
but  it  has  produced  the  "oil  magnates",  the  "coal  barons", 


Cotton    225 

Wheat    221 

Corn    198 

Wool    181 

Sheep    (from    1875) 126 

Swine   ( from  1875 137 

Cattle   (from  1875) 168 

Milch  cows   (from  1875) 148 

Horses   (from  1875) 140 

Iron  and  steel  rails  (to  1899) 417 

Crude  steel  (to  1899) 13850 

Cotton  mills    (takings) 321 

Woolen  mills   (takings,  to  1899) 187 

Cigars  and  cigarettes   (to  1899) 643 

Distilled  liquors   (to  1899) 197 

Fermented  liquors   (to  1899) 537 

Railroad  miles  operated  (1871  to  1899) 4i8 

Ton  miles  ( 1882  to  1899) 322 

Passenger  miles  (1882  to  1899) 143 

Value  of  exports  and  imports 192 

Tonnage,  U.  S.  merchant  marine 129 

Population     198 

To  state  in  general  terms  the  facts  expressed  by  the  above  ratios, 
the  products  of  agriculture  have  increased  barely  as  fast  as  popula- 
tion, while  the  products  of  manufactures  have  increased  perhaps 
twice  as  fast  as  population,  and  those  of  mines,  on  the  whole,  at  a 
still  greater  rate.  Internal  transportation  appears  to  make  about 
the  showing  of  manufactures,  while  interests  in  the  mercantile 
marine  and  in  foreign  trade  have  not  gained  at  a  rate  in  proportion 
to  population. 

"  Mines  and  Quarries,  p.  6. 

^  Mineral  Industry,  p.  i. 
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the  "copper  kings",  and  the  "steel  kings". ^*^  As  with  the 
"unearned  increment"  of  city  land,  our  mineral  resources 
have  been  conspicuously  prolific  producers  of  million- 
aires. These  "unearned"  increments  have  not  been  alto- 
gether unearned,  for  the  pioneer  in  the  discovery  and 
development  of  natural  resources  deserves  a  large  reward. 
The  beneficiaries  of  the  development  in  the  United  States, 
however,  have  been  chiefly  great  and  monopolistic  cor- 
porations. These  corporations  are  owned  by  the  rich, 
who  have  thus  been  made  rich  or  richer. 

§  4.    Foreign  Investments. 

The  exploitation  of  tropical  and  other  colonies  is  to 
be  mentioned  as  a  phase  of  the  exploitation  of  natural 
resources.  But  in  the  United  States,  which  has  only 
recently  embarked  in  schemes  of  "colonization",  it  is  far 
less  important  than  elsewhere.  The  fringe  of  this  devel- 
opment, coming  within  our  commercial  relations  as  it 
does,  has  affected  us  somewhat,  but  only  in  a  minor  de- 
gree as  compared  with  the  exploitation  of  our  home 
domain.  Some  large  American  fortunes  were  made  by 
pioneers  in  the  oriental  and  tropical  trade.  John  Han- 
cock's fortune  was  made  in  the  West  Indian  trade,  which 
was  also  the  foundation  of  the  fortune  of  Stephen  Girard. 

A  phase  of  such  international  economic  relations  is 
public  and  private  loans  abroad.  Lending  capital  abroad 
began  with  public  debts,  and  was  of  small  importance 
at  the  beginning  of  the  nineteenth  century.  With  the 
growth  of  the  corporate  form  of  organization  of  trans- 
port and  industrial  enterprise,  and  with  the  organization 
of  stock  exchanges  and  of  international  banking — the 
creditor  or  capitalist  being  thus  enabled  to  live  where  he 


^'  See  note  at  end  of  chapter. 
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will — foreign  investments  in  such  enterprises  have  greatly 
increased  in  magnitude. 

At  one  time  the  British  national  debt  was  largely 
owned  abroad,  though  more  because  of  unsettled  condi- 
tions on  the  Continent  than  because  of  superfluity  of 
capital.  Now  the  United  Kingdom  is  the  great  creditor 
nation,  with  an  income  from  foreign  investments  far 
greater  than  the  income  from  its  "lands".  Giffen's  esti- 
mate for  1886  was  85,318,000  pounds  sterling  for  in- 
terest on  such  securities. ^'^  This  estimate  is  based  on  the 
1885  income-tax  returns,  where  the  corresponding  items 
amount  to  34,763,000  pounds.^^  The  items  of  income 
from  foreign  securities  reported  in  the  income-tax  sched- 
ule for  1902-3  amounted  to  62,559,479  pounds, ^^  which 
is  of  course  less  than  all  income  from  foreign  invest- 
ments. There  may  have  been  improvements  in  methods 
of  assessment  such  that  a  larger  portion  of  this  sort  of 
income  is  now  reached.  But  it  appears  that  income  from 
foreign  securities,  which  was  already  in  1885  greater  than 
the  income  from  the  lands  of  the  United  Kingdom,  may 
have  increased  as  much  as  three-fourths  in  less  than 
twenty  years,  while  the  income  from  lands  has  declined. 

France  is  only  recently  a  competitor  of  England,  but 
appears  to  be  taking  from  her  the  lead  as  the  great  source 
of  new  funds.  The  French  are  known  to  be  the  chief 
holders  of  the  enormous  Russian  debt.  French  bankers 
are  now  regarded  as  the  great  source  of  free  "capital". ^*^ 

Germany  is  also  a  considerable  holder  of  foreign 
stocks. 


"'  G.  of  C,  p.  161. 

^^  Ibid.,  II  and  27. 

^^  Com.  of  Inland  Rev.,  p.  202. 

^"  "Last  year  has  surely  threshed  out  the  predominance  of  French 
gold  in  the  world's  money  market."  A''.  Y.  Evening  Post,  Financial 
Section,  Feb.  25,  1906. 
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The  United  States  is  still,  on  the  whole,  doubtless  a 
great  debtor  nation,  though  it  has  recently  been  paying 
off  some  of  its  debts  and  even  making  some  foreign  in- 
vestments. The  field  of  investment  opportunity  at  home 
has  been  so  great  and  so  rapidly  expanding  that  only 
lately  have  our  accumulators  begun  fully  to  occupy  it. 
That  they  are  catching  up  at  such  a  rate  now,  while  we 
are  still  pushing  ahead  our  home  enterprises,  is  evidence 
of  great  accumulations. 

The  riches  of  England,  France,  and  Germany  are 
greatly  increased  by  investments  abroad.  More  recently 
those  of  the  United  States  have  been  thus  somewhat 
increased. 

§  5.    Manufactures  and  Large-scale  Production. 

The  Industrial  Revolution  in  England  began  in  the 
last  quarter  of  the  eighteenth  century,  primarily  as  a 
result  of  a  series  of  inventions  relating  to  manufactures. 
In  other  countries,  among  them  the  United  States,  these 
changes  did  not  begin  to  be  noticeable  until  the  nineteenth 
century.  If  the  beginning  of  the  Industrial  Revolution 
is  indefinite,  the  end  is  more  so,  for  as  yet  it  is  not.  There 
has  probably  been  more  improvement  in  technical  pro- 
cesses in  the  last  quarter-century  than  in  the  whole  period 
before.  These  changes  have  strengthened  and  advanced 
capitalism  and  the  factory  system.  In  the  United  States, 
especially,  the  growth  of  manufactures,  although  this  is 
still  for  the  most  part  a  new  country,  has  been  such  that 
it  threatens  to  take  the  lead  away  from  agriculture,  if  it 
has  not  already  done  so.  For  1790  Tench  Coxe  esti- 
mated the  annual  value  of  manufactured  products  in  this 
country  at  about  $50,000,000.^^     In  1890  the  value  of 

■"  By  rather  crude  methods   he   estimates   the  value   of   domestic 
manufactures  in  1790  at  $20,000,000.     (View  of  the  United  States, 
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products  was  reported  by  the  Census  at  $9,372,000,000; 
and  in  1900  at  $13,000,000,000,  or  260  times  as  much 
as  1 10  years  before.  It  is  not  necessary  that  these  figures 
be  accurate  and  perfectly  comparable  to  be  convincing; 
but  for  manufactures  that  are  "factory  product"  it  is 
probable  that  they  understate  the  development.  Pierre 
Leroy-Beaulieu  prophesies  that  we  will  shortly  surpass 
England  in  the  manufacture  of  cottons  and  France  in  the 
manufacture  of  silks. '^^^  The  same  foreign  student  of  our 
industrial  development  says  it  is  "certain  that  the  United 
States  is  to-day  and  by  far  the  first  industrial  power  in 
the  world,  just  as  it  is  the  first  agricultural  power,  and 
it  does  not  seem  too  much  to  say  that  its  industrial 
strength,  as  expressed  by  the  value  of  the  output,  has 
increased  by  five-fold  from  i860,  while  that  of  Germany 
has  only  doubled,  that  of  Great  Britain  has  increased  by 
but  one-half,  and  that  of  France  shows  a  still  smaller 
increase.""*^ 

As  regards  the  present  comparative  rank  of  agriculture 
and  manufactures  in  the  United  States,  official  opinions 
themselves  are  conflicting.  Considering  the  question 
from  the  point  of  view  of  value  of  net  product  after 
deducting  cost  of  raw  materials  and  the  like,  the  Twelfth 
Census's  Chief  Statistician  for  Manufactures  says:"*^ 
"On  this  basis,  it  appears  that  the  contribution  of  manu- 
factures and  the  mechanical  arts  to  the  wealth  of  the 
country  exceeds  the  contribution  of  agriculture  by  more 

p.  262.)  At  another  place  (p.  430)  he  says  the  value  of  manufac- 
tures is  much  greater  than,  but  by  implication  not  double,  the  gross 
value  of  all  imports.  Perhaps  $50,000,000  would  be  about  what  he 
had  in  mind. 

""  U.  S.  in  20th  Cent.,  p,  xiv. 

"  Pierre  Leroy-Beaulieu,  p.  162.  Just  beyond  (pp.  165-6)  he  men- 
tions the  qualification  that  the  industrial  population  of  Great  Britain 
is  still  absolutely  larger  than  that  of  the  United  States. 

"  Vol.  VII,  p.  liv. 
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than  a  billion  dollars."  The  Chief  Statistician  for  Agri- 
culture, on  the  other  hand,  reaches  the  conclusion  r'*^ 
"Judged  by  investment,  agriculture  still  leads  manufac- 
tures by  a  wide  margin."  He  also  more  than  implies'*^ 
that,  in  point  of  power  employed,  agriculture  uses  more 
animal  power  than  manufactures  do  mechanical  power.  , 
Comparing  the  United  States  with  other  countries,  the 
Chief  Statistician  for  Manufactures  is  of  the  opinion'*^ 
that  we  have  already  for  some  time  been  the  leading  man- 
ufacturing country  in  the  world.  Though  there  was 
room  for  dispute  in  1900,  we  may  conclude  from  the 
known  trend  of  events,  and  from  the  facts  exhibited  by 
the  1905  Census  of  Manufactures  that,  judging  by  mate- 
rial and  market  measures,  manufacturing  has  now  at- 
tained supremacy.  Perhaps  we  should  judge  rather  by 
the  number  and  quality  of  men  employed  in  the  different 
occupations. 

Rates  of  development  and  changes  in  the  importance 
of  various  occupations  and  industries  in  the  United  States 
are  perhaps  best  measured  by  counting  heads.  We  shall 
therefore  use  statistics  of  persons  occupied  in  the  differ- 
ent kinds  of  production  to  test  their  comparative  import- 
ance at  various  times.  Between  1870  and  1900,  on  this 
basis,  agriculture  made  an  absolute  gain  of  over  two- 
thirds,  but  manufactures  grew  more  than  twice  as  rap- 
idly, and  trade  and  transportation  three  times  as  fast. 
All  groups  of  occupations  gained  greatly  in  relative  im- 
portance at  the  expense  of  agriculture.  In  1870  agricul- 
ture employed  about  as  many  persons  as  all  other  groups 
together;  in  1900  only  about  three-fifths  as  many.  On 
going  further  back,  the  change  becomes  still  more  re- 


'  Vol.  V,  p.  XXV. 
'  Vol.  V,  p.  cxxxv. 
'  Vol.  VII,  p.  Iv. 
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markablc.  Sixty  years  ago,  that  is  in  1840,  it  appears 
that  all  other  occupations  together  employed  not  much 
more  than  one-fourth  as  many  persons  as  agriculture 
alone,  "fhe  United  States  was  then  a  thoroughly  agri- 
cultural country.  ^'^ 


1890 

1880 

1870 

1000 

1000 

1000 

no 

78 

62 

493 

443 

381 

388 

242 

209 

663 

491 

450 

*'  Taking  agricultural   pursuits   as   the   fixed   point   in   our   ratios, 

we    find,    for    every    1000    persons    occupied    in    agriculture    at    the 

given    dates,    the    follow^ing   numbers    occupied    in    the    other    great 

classes  of  gainful  occupations  (Occupations,  pp.  1-lii)  : 

1900 

Agricultural  pursuits  1000 

Professional  service 121 

Domestic  and  personal  service 538 

Trade  and  transportation 459 

Manufacturing  and  mechanical  pursuits..     683 

The    numbers    occupied    in    agriculture    increased    in    the    following 

ratios : 

1870 1000  1890 1440 

1880 1297  1900 1745 

It  is  perhaps  a  fairer  basis  for  comparing  the  importance  of  great 

classes    of    occupations    to    count    only    males    in    gainful    pursuits. 

It  is  of  little  importance,   for   our  purpose,   whether  the   labor   of 

women  is  unpaid  auxiliary  labor  or  is  paid  on  a  commercial  basis. 

It  would  be  desirable  to  eliminate  all  children  from  the  comparison, 

for  similar  reasons,  but  it  appears  to  be  impossible  for  1870,  and 

their  small  number  makes  the  elimination  of  little  importance.     The 

ratios  for  males  are : 

1900 

Agricultural  pursviits  1000 

Professional  service 88 

Domestic  and  personal  service 371 

Trade  and  transportation 453 

Manufacturing  and  mechanical  pursuits.  .     614 

The   number    of   males    in    agriculture    increased    in    the    following 

ratios : 

1870 1000  1890 1421 

1880 1283  1900 1694  • 

The  decade  of  the  Civil  War  was  a  period  of  prosperity  for  manu- 
factures but  of  retarded  agricultural  expansion.  Carrying  back  such 
occupation'  figures  further  would  not  weaken  the  impression  made. 
In  1840,  according  to  Tucker's  contemporary  estimate,  based  on 
census  returns,  ratios  corresponding  to  those  above  were : 


1890 

1880 

1870 

1000 

1000 

1000 

80 

60 

50 

324 

314 

233 

392 

254 

220 

590 

443 

419 
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The  tendency  toward  large-scale  production  and  toward 
the  corporate  form  of  organization  is  increasingly  domi- 
nant in  these  manufacturing  enterprises.'*^     The  domi- 

Agriculture   looo 

The  learned  professions 17 

Commerce   31 

Navigating  the  ocean 15 

Internal  navigation 9 

Sum  of  above  three 55 

Manufactures  209 

Mining   4 

Sum  of  above  two 213 

These  figures  may  not  be  exactly  comparable  w^ith  those  previously 
quoted,  but,  allowing  for  a  wide  margin  of  error,  it  is  clear  that  this 
was  almost  exclusively  an  agricultural  country  sixty  years  ago. 
Tucker's  figures  as  given  are  as  follows  (Progress  of  the  United 
States,  p.  142),  being  reduced  in  the  above: 

Total  number  employed  in  agriculture i  out  of        4.5 


Ditto  manufactures 

"      commerce   

"      the  learned  professions. 
"      navigating  the  ocean.. . . 

"      internal  navigation 

"      mining  


21 

145 
261 
304 
516, 
1 122 


For  comparison  with  the  above  mode  of  expressmg  the  same  facts, 
following  is  the  per  cent,  distribution  of  the  number  of  persons,  10 
years  of  age  and  over,  engaged  in  gainful  occupations,  1880,  1890, 
and  1900  (i2th  Census,  vol.  VII,  p.  liv)  : 

IQOO  1890  1880 

All  occupations 100.       100.       100, 

Agricultural  pursuits 35.7      37.7      44.3 

Professional  service 4.3        4.1         3.5 

Domestic  and  personal  service 19.2       18.6       19.7 

Trade  and  transportation 16.4       14.6       10.7 

Manufacturing  and  mechanical  pursuits 24.4      25.0      21.8 

Fishing 0.2        0.3         0.3 

Mining  and  quarrying 2.0         1.7         1.4 

Manufacturing  and  mechanical  pursuits  proper.     22.2       23.0      20.1 
*'  The  comparative  size  of  manufacturing  establishments,  as  tested 
by  average  annual  value  of  products,  in  1905    (Bui.  57,  p.   14),  by 
form  of  organization  was  : 
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nance  of  both  these  tendencies  is  strikingly  brought  home 
to  us  in  recent  Census  figures.  If  we  may  accept  the  fig- 
ures for  1900  as  adjusted  in  the  Census  of  1905  as  entirely 
comparable  with  the  later  figures,  out  of  the  94  most  im- 
portant specified  industries,  selected  as  employing  5000  or 

Incorporated  company  213,310 

Firm     44,482 

Individual     I4i943 

Such  an  average  of  course  conceals  the  much  larger  actual  size  of 
the  dominating  concerns.  The  tendency  to  an  increase  in  the  rela- 
tive importance  of  corporations  in  manufactures,  before  noticed,  is 
a  datum  to  be  associated  with  the  above.  As  illustrating  the  ten- 
dency toward  concentration  into  large  establishments,  the  12th 
Census  (vol.  VII,  p.  Ixxii)  gives  the  data  for  which  ratios  are 
calculated  in  the  following : 

Sixteen  Industries  Illustrating  Concentration. 

Average  number  of  wage- 
earners  per  establishment. 

Per  cent  1900  of 
1850  1900  1850  figure 

Agricultural   implements    5  65  1300 

Boots  and  shoes,  factory  product  (ear- 
liest  date   1880,   so  that  ratio   assumes 

same  I'ate  of  increase  for  the  fifty  yrs.)     57  89  390 

Carpets  and  rugs,  other  than  rag 53  214  404 

Cotton  goods   84  287  342 

Glass  60  149  248 

Hosiery  and  knit  goods 27  91  S27 

Iron  and  steel 53  333  628 

Leather,  tanned,  curried  and  finished....       4  40  1000 

Liquors,   malt   5  26  520 

Paper  and  wood  pulp 15  65  433 

Shipbuilding    14  42  300 

Silk  and  silk  goods 26  135  519 

Slaughtering  and  meat-packing 18  61  339 

Tobacco,  chewing,  smoking  and  snuff....     30  67  22^ 

Woolen  goods   25  67  268 

Worsted  goods  (only  3  establishments  in 
1850,  but  the  1900  average  is  the  highest 
of  a  regularly  progressing  series  except 

for  1850)    793  306  37 

For  data  for  intervening  dates  see  the  original  table.  This  relates 
not  at  all  to  combination  of  plants.  For  data  relating  to  the  Betriebs- 
statistik  of  Germany  see  Lexis  in  Conrad,  IV,  circa  791. 
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more  wage-earners  in  1900,  37  showed  an  absolutely 
smaller  number  of  establishments  at  the  later  date  than 
five  years  earlier  and  in  one  other  line  the  number  re- 
mained the  same.  This  condition  was  not  due  to  a 
decline  in  the  industries  themselves,  for  only  2  of  the  38 
employed  fewer  wage-earners  at  the  later  date.^^  They 
shared  the  great  prosperity  of  manufactures  in  general, 
but  the  tendency  toward  large-scale  production  was 
strong  enough  to  overbear  in  one-third  of  our  important 
industries  the  stimulus  prosperity  imparts  to  increase  the 
number  of  enterprises.  Incorporated  companies,  though 
they  were  only  23.6  per  cent,  of  the  number  of  establish- 
ments in  1905,  had  82.8  per  cent,  of  the  capital  reported, 
and  employed  70.6  per  cent,  of  the  wage-earners.^^  This 
is  the  industrial  side  of  what  we  saw  in  the  previous 
chapter  in  another  aspect  as  the  rapid  increase  of  cor- 
porate securities.  The  increase  in  the  number  of  salaried 
officials,  clerks,  etc.,  of  manufacturing  concerns,  42.7  per 
cent,  in  five  years,  while  wage-earners  increased  only 
16.0  per  cent.,  is  also  evidence  of  the  extension  of  the 
corporate  form  of  organization.^^ 

For  testing  the  rate  of  development  of  the  factory  sys- 
tem and  of  machine  production  we  have  also  an  index  in 
the  use  of  power.  The  increase  of  aggregate  motive 
power  employed  in  manufactures  according  to  Census 
figures,^-  from  1890  to  1900,  was  74.8  per  cent.  In  the 
five  years  from  1900  to  1905  the  increase  was  39.0  per 
cent.  For  the  decade  from  1880  to  1890  the  increase  was 
74.6  per  cent. ;  for  1870  to  1880  it  was  45.4  per  cent.  The 
importance  of  power  is  thus  increasing  at  an  accelerating 
rate,  and  much  faster  than  manufacturing  itself. 


"  The  data  are  from  Bui.  57,  Table  84,  p.  76ff. 
°»  Bui.  57,  p.  14- 

"  Bui.  57,  p.  9.    Cf.  also  footnote  below  at  pp.  137-9. 
'^  Bui.  57,  p.  53- 
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It  is  not  necessary  to  prove  that  in  a  manufacturing 
population  there  prevails  great  inequality  of  wealth. 
Such  a  development  was  clearly  foreseen.  The  following 
words  of  Franklin  are  prophetic :  "Great  establishments 
of  manufacture  require  great  numbers  of  poor  to  do  the 
work  for  small  wages;  these  poor  are  to  be  found  in 
Europe,  but  will  not  be  found  in  America,  till  the  lands 
are  all  taken  up  and  cultivated,  and  the  excess  of  people, 
who  cannot  get  land,  want  employment.  "^^  DeToque- 
viJle  has  an  acute  chapter,  entitled  "How  an  Aristocracy 
may  be  created  by  Manufactures,"  ^*  in  which  he  cor- 
rectly analyzes  certain  consequences  of  division  of  labor 
and  machine  production,  and  concludes:  "If  ever  a  per- 
manent inequality  of  conditions  and  aristocracy  again 
penetrate  into  the  world,  it  may  be  predicted  that  this 
[manufacturing]  is  the  gate  by  which  they  will  enter. "^^ 
Jefferson,  before  this,  had  expressed  his  belief  that  the 
United  States  would  retain  a  republican  form  of  govern- 
ment so  long  as  it  should  remain  a  nation  of  agricultural- 
ists, but  otherwise  was  doubtful.  It  is  not  an  accident 
that  Alexander  Hamilton,  who  was  not  a  republican,  was 
the  great  protagonist  of  manufacturing  development, 
seeing  in  the  labor  of  women  and  children  a  feasible 
escape  from  the  obstacle  of  high  wages. ^^ 


^'Writings  (Smyth's  edition),  VIII,  p.  611. 

=*II,  p.  193. 

^  The  entire  summing-up  passage  is  both  more  grating  and  more 
reassuring :  "I  am  of  opinion,  upon  the  whole,  that  the  manufactur- 
ing aristocracy  which  is  growing  up  under  our  eyes  is  one  of  the 
harshest  which  ever  existed  in  the  world ;  but  at  the  same  time  it  is 
one  of  the  most  confined  and  least  dangerous.  Nevertheless,  the 
friends  of  democracy  should  keep  their  eyes  anxiously  fixed  in  this 
direction ;  for  if  ever  a  permanent  inequality  of  condition  and  aris- 
tocracy again  penetrate  into  the  world,  it  may  be  predicted  that  this 
is  the  gate  by  which  they  will  enter."    II,  p.  197. 

^  See  his  Report  on  Manufactures,  in  several  places. 
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Small-scale  production,  with  direct  ownership  and  ad- 
ministration of  the  capital  employed,  maintains  a  middle 
class  of  entrepreneurs.^'''  Large-scale  production  destroys 
this  class,  ^^  greatly  increases  the  amount  of  capital  re- 
quired in  the  industry,  adopts  the  corporate  form  of 
organization,  and  nourishes  economic  inequality  with 
abstract  property.^^  On  the  side  of  income  from  labor, 
too,  large-scale  production,  involving  as  it  must  the  more 
or  less  regimental  organization  of  industry,  gives  to  the 
decisions  and  directions  of  men  with  commercial  knowl- 
edge and  organizing  skill,  that  is,  the  ''captains  of  in- 
dustry", a  greatly  enhanced  importance  and  value.  Act- 
ing with  such  a  group  in  such  a  way  increases  the  power 
of  own-production  in  a  way  to  increase  inequality.  But 
this  is  as  nothing  in  comparison  with  the  influence  of 
large-scale  production  in  depressing  a  middle  class  own- 
ing concrete  means  of  production,  and  in  furnishing  soil 
and  material  for  large  fortunes. 

Not  only  by  increasing  the  amount  of  capital  and  espe- 
cially of  abstract-property  rights  to  income  does  large- 
scale  production  favor  the  growth  of  fortunes,  but  in 
degree  as  well  as  in  amount  the  development  of  an  ab- 
stract-property character  is  facilitated.     Certain  corpora- 

"  The  Carnegie  Steel  Company  was,  until  recently,  a  partnership, 
on  principle,  as  the  Baldwin  Locomotive  Works  still  are.  But  such 
exceptions  presuppose  not  only  great  fortunes,  but  the  continuance  of 
its  creators  in  the  business. 

"^This  is  the  evil  in  what  is,  on  the  whole,  a  greater  good,  that  is, 
the  increased  productiveness  of  labor.  But  the  evil  is  not  therefore 
less  great,  and  if  separable,  as  it  is,  from  the  good,  it  presents  prob- 
lems which  we  are  bound  to  seek  to  solve. 

^^  The  confusing  of  concentration  of  ownership  with  aggregation 
of  productive  capital  by  almost  all  the  contributors  to  the  Indepen- 
dent's (May  I,  1902)  symposium  on  "concentration  of  wealth"  is 
presumptive  evidence  of  connection  between  the  two.  Prof.  Sumner, 
with  no  thought  of  abstract  property  and  its  possibilities,  explicitly 
associates  them  (p.  1037). 
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tions,  especially  railroads,  have  acquired  such  assured 
financial  standing  as  to  make  their  bonds  almost  as  good 
as  "governments".  Industrial  combinations  have  also 
issued  bonds,  which,  however,  have  not  as  yet  acquired 
such  standing.  But  the  larger  the  concern,  the  less  a 
fluctuating  personnel  determines  its  valuation.  On  the 
side  of  the  investor,  too,  the  multiplicity  of  stocks  and 
bonds  in  the  market  makes  possible  virtual  insurance — 
thus  producing  a  further  development  of  an  abstract- 
property  characteristic  through  the  division  and  balancing 
of  risks.  The  larger  the  fortune  so  invested  the  better 
this  can  be  done.  It  may  be  affirmed,  as  a  general  propo- 
sition, that  the  wishes  of  the  inactive  capitalist  have  had 
about  as  much  to  do  with  corporate  evolution  as  the  tech- 
nical requirements  of  production.  The  dominance  of  the 
corporation  in  business  is  not  more  the  dominance  of 
capital  in  the  concrete  sense,  than  it  is  the  dominance  of 
the  differentiated  capitalist  and'  of  abstract  property,  over 
the  personal  or  human  factor  in  production. ^'^ 

§  6.     Commercial  Advantages  of  Large-Scale  Business, 
including  Combination. 

The  corporation  is  at  an  advantage  in  interesting  the 
capitalist  or  investor.^^  This  facility  in  getting  capital, 
which  results  from  the  appetite  for  abstract  property, 
tempts  to  undue  multiplication  of  shares.^-  In  times  of 
rapid  accumulation  and  of  confidence  the  investing  public 
can  "digest"  almost  anything.     The  mere  prestige  of  size 

~The  flat-footed  statement  of  Van  der  Borght  (Conr.  I,  i8sa)  is: 
"Die  Form  der  Aktiengesellschaft  da  geeignet  ist,  wo  das  Kapital  in 
den  Vordergrund  tritt,  und  da  nicht  geeignet,  wo  die  Unternehmer- 
arbeit  von  entscheidener  Bedeutung  ist."  The  increase  of  corpora- 
tions is  thus  evidence  that  capital  is  more  and  more  dominant. 

^Ibid.,  183a. 

""Ibid.,  183b,  187b. 


^39]  The  Grozvth  of  Large  Fortunes  105 

is  a  factor  in  making  a  favorable  impression.  Stocks  are 
the  most  suitable  material  for  speculation,  and  are  often 
issued  for  such  purposes.  What  else  could  be  the  out- 
come of  the  "financial  law  that  stock-watering  increases 
values"  ?^^ 

Such  commercial  advantages  of  large-scale  production, 
in  dealing  with  the  lender  as  well  as  the  buyer,  count  for 
much.  Industrial  combination  is  effected  very  largely 
with  a  view  to  the  stock  market.^*  For  the  rest,  advan- 
tages in  selling  products — aside  from  the  possibility  of 
some  degree  of  monopolistic  influence  on  prices — -are 
most  noticeable  among  the  advantages  of  industrial  com- 
binations.^^ 

Integration  or  vertical  combination  is  clearly  a  process 
of  reducing  the  mercantile  element  and  its  risk.  Industry 
is  nearer  to  commerce  than  is  agriculture,  for  there  is 
buying  and  selling  at  both  beginning  and  end  of  its  pro- 
cesses; and  in  proportion  as  market  dealings  intervene 
between  the  various  stages  of  manufacture,  the  mercan- 
tile factor  is  more  prominent.  Combination  offers  the 
advantage  of  bringing  the  merchant  under  control  of  the 
industry — or  do  the  merchant  and  the  financier  control 
the  industry  as  masters  within  it? — by  eliminating  his 
intervention  between  the  subdivided  processes  of  produc- 
tion, and  even  by  including  the  intermediary  between 
producer  and  consumer  within  the  industrial  concern 
itself.  The  internal  organization  of  the  factors  of  pro- 
duction calls  for  different  qualities  from  those  which 
secure  the  commercial  success  of  an  enterprise.     In  com- 


"^  Greene,  Corp.  Fin.,  p.  140. 

®*  Cf.  Professor  Meade's  judgment,  Trust  Fin.,  p.  176  and  else- 
where. 

*°  Cf.  Jenks,  Trust  Problem,  ch.  II ;  also  Bullock  in  Ripley, — Trusts, 
Pools,  and  Corps.,  pp.  45off. 
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bination  the  two  powers  are  invincible  except  from  within 
by  suicidal  arrogance. 

The  technical  advantages  of  large-scale  production^  in 
the  narrower  sense  of  the  term,  affect  the  size  of  the 
plant,  but  do  not  produce  the  combination  of  many  plants 
or  establishments.  Even  as  regards  the  size  of  the  plant, 
the  technical  factor  from  the  commercial  side,  as  cost  of 
transportation,  is  perhaps  the  most  important  clew  to 
"increasing  returns".  Adam  Smith's  proposition,  to  the 
effect  that  industrial  development  is  limited  by  the  extent 
of  the  market,  has  not  been  altogether  imprc/ed  by  at- 
tempts to  formulate  a  "law  of  increasing  returns".  How 
much  modern  instruments  of  transportation  mean  for 
the  "extent  of  the  market"  is  a  commonplace.  The  com- 
mercial advantages  of  large-scale  enterprise  are  most 
directly  supported  by  technical  advantages  in  the  case  of 
retail  trade  in  large  cities. 

The  commercial  advantages  of  large-scale  business  and 
combination  work  both  ways  in  favoring  large  fortunes, 
that  is,  by  reaction  in  sustaining  and  helping  to  carry  on 
further  the  tendency,  on  account  of  technical  advantages, 
to  aggregation  of  productive  wealth  under  the  manage- 
ment of  fewer  and  fewer  men,  and  also  positively,  by 
furnishing  material  to  the  stock  market  and  by  arming 
those  whom  it  makes  its  agents  with  unprecedented  con- 
trol of  wealth  and  of  conditions  of  business,  and  with 
some  degree  of  monopoly  power  over  prices.  The  effects 
are  noticeable  in  the  commerce  of  capital.  The  import- 
ance of  New  York  banks  and  bankers  in  movements  of 
combination  is,  much  to  their  profit,  very  conspicuous. 

§  7.     Dynamic  Conditions  in  Industry. 

Ever  since  the  Industrial  Revolution  the  field  of  invest- 
ment has,  both  intensively  and  extensively,  been  growing 
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larger  and  larger.  This  is  another  aspect  of  the  great 
increase  of  capital.  It  means  also  large  opportunities  for 
the  pioneer  entrepreneurs  who  see  where  some  new  ven- 
ture may  be  undertaken  with  prospect  of  unusual  profit. 
Ours  is  a  dynamic  era.  The  unprecedentedly  rapid  growth 
of  capital  is  the  great  symptom.  The  paying  of  higher 
wages  because  of  decreasing  labor  cost,  the  labor  being 
more  and  more  effective  through  improved  appliances,  is 
another  phase  of  the  same  thing. 

Ever  since  the  Industrial  Revolution  there  has  been  a 
tendency  to  a  falling  cost  of  production  and  to  a  corre- 
sponding fall  in  prices.  But  prices  of  products  do  not 
fall  so  promptly  as  cost  of  production,  and  their  tardier 
fall  gives  the  gain,  in  the  first  instance,  to  the  entrepre- 
neur. The  consumer  and  laborer  come  in  for  their  share 
later,  meanwhile  often  leaving  a  very  great  margin  of 
profit  to  the  entrepreneur,  which  he  gives  up  only  gradu- 
ally, as  forced  to  by  competition.  Or  monopolistic  de- 
vices may  sometimes  enable  him  to  retain  it  indefinitely. 
Thus  great  advances  in  production  are  favorable  to  the 
accjuisition  of  riches.  This  applies  especially  to  new 
methods  and  degrees  of  exploitation  of  natural  resources. 
There  has  been  no  period  in  the  world's  history  when 
there  has  been  a  technical  and  economic  development  at 
all  comparable  to  the  most  recent  advances.  We  have 
above  given  some  of  the  statistical  evidence.  Develop- 
ments in  transportation  and  in  many  branches  of  manu- 
facture have  been  as  striking  as  those  in  mineral  indus- 
tries. The  Industrial  Revolution  is  a  thing  of  the  past 
only  in  the  sense  that  rapidity  of  technical  improvement 
has  become  chronic  and  is  reckoned  with.  It  is  no  longer 
revolutionary;  it  is  ordinary. 

The  fall  in  cost  of  production  has  been  more  marked 
in  the  last  half -century — possibly  in  England,  certainly 
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elsewhere — than  before.  While  the  laborers  or  con- 
sumers could  not  have  become  much  richer  by  division 
of  the  resulting  gain  among  themselves,  the  large  profits 
of  the  relatively  few  entrepreneurs  have  made  many  of 
them  rich.  Mountains  are  thrown  up  by  intense  dynamic 
action,  to  be  worn  down  gradually  and  secularly.  Of  en- 
trepreneurs— rightly  called  "captains  of  industry" — who 
have  been  made  millionaires  by  their  pioneer  work,  the 
name  is  legion,  especially  in  America,  where  the  spirit 
of  business  enterprise  is  greater  than  in  any  other  coun- 
try. Such  fortunes  are  really  a  reward  of  ability,  though 
the  reward  may  often  be  greatly  disproportionate  to  the 
ability,  and  certainly  never  has  been  so  great  before. 

§  8.    Transportation. 

Transportation  industries,  in  their  present  character 
and  importance,  are  creations  of  modern  invention.  The 
development  of  transportation,  in  means  and  in  extent, 
is  reciprocally  cause  and  effect  of  the  Industrial  Revolu- 
tion, and  a  measure  of  its  progress.  The  trade  between 
Europe  and  India  is  historically  the  most  important  of 
all  trades  involving  long-distance  transportation.  It  has 
been  calculated  that  exports  to  India  in  Roman  times 
amounted  to  2  million  dollars,  in  the  fifteenth  century  to 
12^  millions,  and  at  the  present  time  to  500  millions.^^ 
Improvements  in  the  building  of  roads  and  canals  were 
thought  of,  and  beginnings  were  made,  in  the  eighteenth 
century.  But  the  most  and  greatest  of  these,  as  well  as 
the  application  of  steam  to  transportation  by  land  and  sea, 
are  achievements  of  the  nineteenth  century.  International 
trade  in  breadstuffs  and  in  the  raw  materials  of  industry, 
which  are  now  the  chief  sources  of  freight,  amounted  to 
little  until  the  middle  of  that  century. 

Of  modern  means  of  transportation,  railroads  are  the 

'*  Huber,  as  cited  in  Schmoller,  p.  464. 
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most  important,  for  transportation  by  water  has  always 
been  comparatively  cheap.     Railroad  building  has  been 
the  great  promoter  of  industrial  and  commercial  develop- 
ment, and  especially,  through  greatly  increasing  the  ex- 
tent of  the  market,  of  large-scale  production.    It  has  also 
been  the  most  important  single  line  of  expansion  of  the 
field  of  investment.     In  railroad  development  the  United 
States  has  led  all  nations  since  the  beginning,  and  for 
long  has  had  a  greater  mileage  than  all  Europe  together. 
It  is  hardly  necessary  to  say  that  land-transportation, 
distinguished   from  trade  or  commerce,  that  is,  buying 
and  selling,  as  its  technical  handmaid,  is,  of  all  lines  of 
economic  activity,   the   most   completely   given   over   to 
capitalistic  and  large-scale  enterprise.     Where  a  service 
must  be  rendered  at  a  particular  place  in  conjunction 
with  an  expensive  plant,  direct  competition  is  impossible, 
and  indirect  competition  or  substitution  are  either  hin- 
dered or  quite  prevented  by  the  requirements  of  place 
and  time.    The  cost  of  rendering  the  service,  moreover,  is 
little  dependent  on  the  amount  of  use  made  of  the  plant, 
being  chiefly  a  matter  of  fixed  charges.     Hence  there  is  a 
possibility  of  "increasing  returns",  with  growth  of  popu- 
lation and  of  demand,  unexampled  in  other  lines.     It  is 
the  land-transportation  industries,  through  the  workings 
of  invention  and  of  modern  technique,  that  are  in  just  this 
condition.     Growth  of  traffic  means  often  an  enormous 
increase    in    values    for    enterprises    favorably    situated. 
Means   are   being   provided   and   tastes    developed   that 
cause  yearly  an  increase  of  extensive  travel.    The  growth 
of  cities,  also,  makes  the  carrying  of  more  and  more  per- 
sons from  home  to  work  a  daily  necessity  .  And  freight- 
ing is  bound  to  increase  continually  as  modern  industry 
carries  further  and  further  the  division  of  labor  and  the 
the  local  concentration  of  production. 
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Railroads,  street  and  steam,  are  well  represented  among 
our  American  millionaires,  largely  owing  to  just  gains  of 
pioneer  enterprise.  The  personal  names — Vanderbilt, 
Gould,  Hill,  Harriman,  etc., — attached  to  our  great 
American  railway  systems  affirm  the  importance  here  of 
the  captain  of  industry  or  the  financier. 

In  railroads  and  the  like,  capitalization  has  much  more 
than  kept  pace  with  capital  invested.  Indeed,  the  latter 
is,  in  many  cases,  about  represented  by  bonds.  By  pro- 
cess of  capital  investment  and  capitalization  together, 
American  steam  railways  now  have  a  commercial  valua- 
tion oi  11%  billion  dollars.  This  capitalization  of  differ- 
ential or  monopolistic  advantage — the  same  process  as  is 
observed  in  city  ground-values — of  course  affects  street 
as  well  as  steam  railroads.  Such  capitalization  of  increas- 
ing incomes  greatly  multiplies  that  "capital"  and  that  ab- 
stract property  which  are  the  material  of  large  fortunes. 
Of  course  the  occupier  of  the  opportunity  gets  the  benefit 
of  such  developments.     Whence  many  millionaires. 

§  9.    The  Modern  Commerce  of  Capital. 

The  increasing  importance  of  trade  is  due  to  a  progres- 
sively more  complete  supplanting  of  the  natural  by  the 
money  and  credit  economy,  and  to  the  greater  weight  of 
the  finer  processes  in  manufacture,  which  have  back  of 
them  a  larger  number  of  exchanges.  The  complaint  of 
commercialism  and  of  the  dominance  of  the  pecuniary 
point  of  view  in  modern  life  is  not  without  warrant,  but 
the  tendency  is  at  the  same  time  not  without  justification. 
Capital  and  its  income  have  followed  the  general  tendency. 
The  last  half -century  has  seen  developments  in  the  com- 
merce of  capital  which  could  not  have  been  imagined 
before.  These  developments  are  important  phases  of  the 
already  discussed  increase  in  amount  and  differentiation 
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in  kinds  of  capital.  Banks,  which  are  institutions  trading 
in  credit  and  abstract  capital,  have  greatly  increased  in 
importance.  In  thirty  years,  from  1874  to  1904,  the  re- 
sources of  the  national  banks  of  the  United  States  in- 
creased to  more  than  3^  times  the  amount  at  the  earlier 
date.^"  Bank  clearings  and  their  tendency  are  likewise 
significant  of  the  increasing  use  of  credit  and  of  the  in- 
creasing fluidity  and  abstractness  of  capital.  In  igo6  the 
total  of  clearings  for  the  United  States  was  nearly  three 
times  the  amount  of  fifteen  years  before.  Clearings  at 
the  New  York  Clearing  House  in  1906  were  14^  times 
what  they  were  fifty  years  before.^^  Commercial  banks 
are  primarily  manufacturers  and  standardizers  of  short- 
time  credit  or  dealers  in  commercial  paper.  They  use 
very  little  of  their  funds  for  permanent  investment.  The 
differential  agent  of  the  industrially  inactive  accumulator 
of  funds,  however,  is  the  savings-bank,  especially  for  the 
small  saver,  and  the  recently  established  American  insti- 
tution, the  trust  company.  These  for  a  small  margin  act 
for  their  patrons  as  insurers  of  regular  income  and  expert 
judges  of  securities.  Savings-banks  and  trust  companies 
seek  long-term  investments  in  mortgages  and  stocks  and 
facilitate  the  evolution  of  abstract-property  income. 
Such  institutions  have  also  exhibited  remarkably  rapid 
growth.  *^^ 

The  banker  and  stock-broker  see  things  in  terms  of 
money-value.  Through  them  and  their  like,  instruments 
and  means  of  production,  even  more  completely  than  is 

"The  amount  in  December,  1874,  was  $1,902,409,638;  and  in  Sep- 
tember, 1904,  it  was  $6,975,086,504  (Rept.  Comptroller  of  the  Cur- 
rency, 1904,  I,  pp.  S18-9,  538-9). 

*'For  N.  Y.  $104,676,000,000  and  for  the  U.  S.  $159,809,000,000  in 
1906.  (Commercial  and  Financial  Chronicle,  vol.  84,  p.  75.  Figures 
for  comparison  are  from  the  Comptroller's  Report.) 

*'  For  certain  statistics  of  savings  banks  see  footnote  below  at  pp. 
135-136. 
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the  case  with  consumption  goods  under  the  dominance 
of  market  conceptions,  come  to  be  treated  as  if  the  money- 
value  aspect  were  ahiiost  exhaustive  of  their  quahties.  So 
much  of  the  state  of  industry  comes  thus  to  be  built  upon 
a  basis  of  mere  money  values  and  on  credit  in  terms  of 
money  that  a  disturbance  in  such  money-exchange  and 
credit  adjustments  destroys  the  equilibrium  of  business. 
Attempts  at  more  conservative  readjustment  bring  on  the 
commercial  panic  and  forced  liquidation.  Commercial 
crises  are  characteristic  of  the  last  century  and  of  the  most 
advanced  industrial  countries.  Value-gains  to  the  few,  as 
well  as  losses,  in  the  process  of  readjustment  and  revalua- 
tion are  sometimes  enormous.  The  money  values  which 
have  declined  but  little  in  times  of  depression  have 
gained  relatively  very  greatly.  The  men  who  are  best 
able  to  extricate  themselves,  who  have  protected  them- 
selves best  from  the  start,  are  of  course  the  skilled  profes- 
sional dealers  in  abstract  capital. 

In  the  business  of  investment  the  insight  of  the  pur- 
chaser of  stock  may  be  such  as  not  merely  to  give  to  him 
those  most  valuable  in  proportion  to  their  price,  but,  if 
those  in  the  business  of  invesment  are  in  general  shrewd 
and  conscientious,  and  if  their  judgment  prevails,  as  it 
will  more  or  less,  only  meritorious  enterprises  will  receive 
the  support  of  inactive  capitalists,  and  there  will  conse- 
quently be  a  saving  of  capital  and  a  greater  product  for 
society.  There  is  room  thus  for  the  development  of  the 
entrepreneur  in  the  business  of  investment.  Under  dy- 
namic conditions  especially,  the  better  foresight  and  judg- 
ment of  the  expert  in  securities  prevent  waste  of  new  ac- 
cumulations and  in  effect  increase  capital.  In  time,  too, 
perhaps  the  financial  experts  will  be  able  to  do  better  than 
merely  extricate  themselves  from  commercial  crises.  The 
productiveness  of  the  picker  of  the  best  industrial  enter- 
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prises  is  derivative  or  secondary,  like  that  of  the  producer 
or  saver  of  capital.  But  it  is  not  the  less  important  for  so- 
ciety. The  importance  of  the  function  is  shown  by  the 
appearance  of  a  special  class  of  business  men  and  business 
institutions  that  serve  as  agents  of  inactive  investors  for 
this  purpose  of  choosing  investments.  Thus  for  the 
owner  of  capital  its  character  as  abstract  property  is  made 
perfect. 

Bankers  should  be  the  ones  to  check  the  tendency  of  the 
business  community  to  strain  credit  beyond  the  limits  of 
safety.  The  banker  is  in  a  position  to  be  best  able  to 
interpret  rightly  general  tendencies  in  evidence  in  the 
investment  market.  But  bankers  in  general  seem  as  yet 
to  be  carried  with  the  tide.  Only  the  shrewder  ones  know 
when  and  where  to  call  a  halt,  often  much  to  their  own 
profit,  but  with  little  effect  on  the  drift  towards  over- 
strain, panic,  and  depression. 

The  banking  and  brokerage  businesses  are  about  the 
best  kind  of  training  for  dealing  in  values  of  securities, 
hence  from  this  class  of  business  men  are  especially  likely 
to  come  those  who,  from  a  small  beginning,  make  them- 
selves rich  by  "investments",  that  is,  by  speculative  gains 
from  spontaneous  increase  in  the  value  of  securities. 
Speculation  in  stocks,  too,  whether  professional  or  inci- 
dental, is  the  most  tempting  and  fruitful  of  all  speculation. 

§   10.     Speculation,  Professional  and  Other. 

Time-  and  place-values  are  of  greater  commercial  im- 
portance in  the  modern  world  than  they  have  ever  been 
before.  This  is  an  inevitable  result  of  the  increasing  dom- 
inance of  the  exchange  and  money  economy  and  of  tech- 
nical improvements  facilitating  transportation.  While 
these  technical  improvements  should  in  the  long  run — 
assuming   the    remediableness    of    recurrent   commercial 
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crises — woric  for  the  reduction  of  the  uncertainties  of 
trade  and  narrow  the  sphere  of  the  professional  specula- 
tor, in  the  process  of  their  rapid  development  they  have 
for  the  time-being  increased  his  opportunity.  Invention 
also  frequently  changes  conditions  of  manufacture,  neces- 
sitating unexpected  adjustments.  Real  estate  speculation 
has  flourished  with  the  growth  of  cities.  The  development 
of  large-scale  production  and  combination  is  throwing 
more  and  more  new  issues  of  corporate  securities  on  the 
market,  the  investment  character  of  which  is  not  yet 
known. 

The  professional  speculator  is  a  sort  of  entrepreneur 
with  the  commercial  side  magnified  indefinitely  and  the 
organizing  and  industrial  side  left  out.  The  proceeds  of 
speculation  are  incremental  income  and  are  like  abstract- 
property  income  in  respect  of  being  of  a  differentiated 
non-administrative  character.  Conjuncture  profit  and 
speculative  gain  are  characteristic  of  trade.  Changes  in 
the  conditions  and  relations  of  production  and  consump- 
tion are  the  basis  of  speculation.  Time-values  are  its  sub- 
ject-matter. Speculative  risks  are  a  necessary  incident  of 
mercantile  occupation,  that  is,  of  buying  to  sell  again.  But 
the  merchant  seeks  his  gain  chiefly  by  enhancing  place- 
values.  His  importance  is  a  reflection  of  the  importance 
of  transportation.  The  specialized  speculator  attends  to 
/«w^-values.'^^  The  speculative  element,  and  resulting 
incremental  gain,  is  never  absent  from  commercial  trans- 
actions, even  those  of  the  producers  of  elemental  and 
form-values.     But  "producers"  try  to  reduce  to  a  min- 

™  Cf.  the  following :  "The  trader's  service  to  society  consists  in 
getting  goods  from  one  market  into  the  other.  His  normal  profit 
consists  of  the  normal  margin  between  the  prices  in  the  different 
markets.  The  speculator's  profit,  on  the  other  hand,  comes  from 
fluctuations  in  price  in  the  sa77ie  market ;  he  may  buy  from  and  sell 
to  the  same  person  and  still  perform  his  function."  Emery,  Am. 
Ec.  Assn.,  I2th  Annual  Meeting,  p.  109. 
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imum  the  speculative  risk.  Merchants  also  are  often  glad 
to  be  able  to  secure  themselves  against  losses  from  changes 
of  price  with  time.  Hence  there  is  a  legitimate  place  for 
the  professional  speculator,  as  one  who  insures  evener 
values  by  smoothing  out  the  fluctuations  of  supply  and 
demand.'''^  If  this  work  is  well  done,  the  outcome  is  nega- 
tively productive,  that  is,  there  is  prevention  of  malad- 
justment and  waste  of  values.  In  putting  themselves  in 
a  situation  to  gain  by  changes  in  value,  speculators  reduce 
such  changes.  Their  purposes  pertain  clearly  to  values 
rather  than  to  valuable  things.  Their  intentions  do  not 
include  the  creation  of  valuable  things  or  valuable  quali- 
ties, so  it  is  doubtful  if  their  function  can  at  best  be  con- 
sidered productive  in  the  full  meaning.  The  greater  their 
efficiency,  too,  the  less  their  gain  or  "reward".  This  prop- 
osition may  justly  be  stated  in  mathematical  terms  of 
inverse  proportion,  as  is  the  case  of  no  other  class  in 
economic  society.  But  their  operation  may  be  very  bene- 
ficial, and  their  gain  may  be  earned.  The  adequate  per- 
formance of  the  function  supposes,  however,  that  specula- 
tors know  more  of  prospective  changes  in  prices  than  do 
producers,  and  even  more  than  most  merchants.  There 
must  also  be  competition  of  numerous  speculators  who 
know,  so  that  the  public  shall  get  the  benefit  of  their  fore- 
sight. Their  function  is  highly  important  under  condi- 
tions of  production  in  a  money  economy  for  the  market. 

Time-  and  place-values  are  relatively  personal,  varying 
with  individual  taste  and  exigency.  Elemental  and  form- 
values  are  relatively  impersonal,  more  completely  ame- 
nable to  generalizing  treatment,  and  to  social  judgment 

"Professor  Emery   (Speculation,  p.  ii3ff.)   gives  statistics  which 
seem  to  indicate  the  importance  of  speculation  in  reducing  fluctua- 
tions  in   prices.     But,   as   he   says,   other   factors    which   enter   are 
quite  as  important.     Improved  means   of  transportation  count   for 
.  much  in  a  comparison  with  previous  conditions. 
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and  social  valuation.  A  "fair  price",  that  is,  a  fixed  and 
generally  acceptable  market  price,  is  more  nearly  conceiv- 
able in  the  case  of  these  latter.  In  the  former  the  skilful 
bargainer  and  speculator  finds  his  great  opportunity.  He 
can  play  upon  the  uncertainty  and  indefiniteness  in  the 
mind  of  the  other  party  to  a  sale  with  a  profit  to  himself 
limited  chiefly  by  the  scale  of  the  transaction.  It  is  seldom 
that  his  methods  are  clearly  unfair.  But  it  is  sometimes 
difficult  to  draw  the  line  between  overreaching  in  bargain- 
ing and  downright  plunder.  He  needs  to  be  held  in  check 
by  competitors  equally  versed  in  market  lore  and  lure. 

Though  speculators  may  perform  a  service  to  the  com- 
munity, the  similar  service  of  those  who  are  not  profes- 
sional speculators  but  are  active  entrepreneurs  incidentally 
taking  advantage  of  market  conditions  is  more  certain. 
The  active  entrepreneur  who  is  a  "business  man"  is  likely 
to  possess  a  sounder  knowledge  of  his  particular  field 
than  the  professional  speculator.  If  he  makes  the  most  of 
superior  judgment  as  to  future  conditions  by  buying  raw 
materials  when  they  are  a  good  bargain  and  holding  off 
when  they  are  unduly  costly,  and  by  manufacturing  for 
stock  in  dull  times,  he  may  make  a  "profit"  out  of  value- 
increase  which  men  do  not  usually  grudge  him.  In  fact 
they  are  likely  to  consider  it  earned,  though  it  is  not  effort 
or  sacrifice  but  commercial  shrewdness  which  secures  its 
acquisition.  If  there  are  enough  of  such  business  men  in 
a  position  to  compete  effectively  with  each  other,  not  only 
is  society  benefited  by  their  commercial  shrewdness,  but 
the  profits  are  not  disproportionate  to  the  service.  They 
are  likely  still  to  be  much  greater  than  the  profits  of  the 
manufacturer  who  does  not  pay  much  attention  to  the 
fluctuations  of  the  market. 

We  need  a  term  for  the  class  of  men  who  are  clever  in 
seeinsr  where  there  will  be  value-increase.     Business  men 
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are  in  general  those  who  have  most  of  this  quaHty.  Spec- 
ulators are  a  smaller  class  looking  to  this  sort  of  thing 
only,  but  they  are  tempted  by  this  particular  aspect  of  all 
business,  especially  as  things  focus  in  the  stock  market, 
and  hence  do  not  know  this  or  that  particular  line  so  well 
as  the  business  man.  The  speculator,  moreover,  is  likely 
to  be  such  not  particularly  by  reason  of  his  fitness  for  the 
calling,  but  because  he  has  the  gambling  instinct.  The 
mere  inclination  to  take  risks,  to  find  some  basis  for  a  bet, 
even  if  there  be  method  in  the  madness,  is  not  a  thing  that 
ought  to  be  greatly  rewarded,  though  in  fact  it  sometimes 
pays  very  well  indeed.  Even  in  the  case  of  the  more  le- 
gitimate incidental  speculative  activity  of  the  business 
man,  there  is  seldom  a  due  proportion  between  effort  or 
capacity  and  pecuniary  proceeds. 

Fluctations  of  value  and  gains  from  value-increase, 
whether  professional,  incidental,  or  even  involuntary,  may 
not  be  individually  greater  than  they  used  to  be,  but  they 
are  of  greater  importance  than  ever  before,  because  of  the 
universalizing  of  the  money  measurement  of  goods  and 
the  basing  of  business  and  prices  on  credit.  Speculative 
gains  play  a  greater  or  less  part  in  the  profit  of  all  sorts  of 
entrepreneurs.  Banker  and  broker  acquire  too  much  of  a 
knowledge  of  stocks  not  to  use  it,  at  least  incidentally  and 
occasionally.  No  merchant  or  dealer  can  entirely  avoid 
speculative  risks,  and  he  does  not  always  wish  to.  The 
commercial  side  of  the  work  of  the  entrepreneur  in  manu- 
facturing is  inevitably  becoming  more  and  more  import- 
ant. The  business  man  who  buys  on  credit  is  in  effect  a 
dealer  on  a  speculative  margin,  though  the  uncertainty 
may  be  comparatively  small.  Credit  is  the  great  means  of 
professional  speculation  by  marginal  holdings  as  well  as 
a  source  of  disturbances  which  afford  more  occasion  for 
it.    Even  the  farmer,  though  he  is  the  most  helpless  of  en- 
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trepreneurs  in  relation  to  price  changes,  figures  much  on 
future  prices  and  even  occasionally,  perhaps  wisely,  buys 
"May  wheat". 

An  international  market  for  the  raw  materials  of  man- 
ufacture has  developed  the  specialist  speculator  in  cotton, 
wheat,  and  other  produce.  The  service  to  economic 
society  from  legitimate  speculation  of  this  sort,  though 
not  different  in  nature,  is  clearer  than  in  the  case  of 
stocks,  because  industry  is  directly  benefited  by  steady 
prices,  or  prices  determined  ahead.  But  all  lines  of  pro- 
duction, either  in  their  produce  or  in  their  securities, 
contribute  material  for  speculation.  Prices  of  securities 
are  rather  result  than  cause  of  conditions  of  production, 
hence  the  great  primary  branches  of  production  depend 
little  upon  them.  But  the  complicated  nature  of  their 
determinants  and  their  sensitiveness  to  all  sorts  of  influ- 
ences and  particularly  to  general  credit  conditions,  make 
them  the  most  attractive  material  for  professional  specu- 
lative dealings. 

The  favorite  material  of  speculation  is  stocks.  Stock 
speculation  was  fashionable  in  the  days  of  Law  and  of 
the  South  Sea  Bubble;  but  the  present  opportunity  is  im- 
measurably greater.  The  total  of  listed  and  unlisted 
securities  of  the  New  York  Stock  Exchange  was,  be- 
tween 1868  and  1902,  multiplied  to  fiVe  times  the  amount 
at  the  earlier  date.'''^  Stock-speculation  results  usually, 
that  is,  for  the  inexpert,  in  a  loss,  but  may  result  in 
the  getting  of  a  fortune,  and  many  fortunes  have  been 
made  large  in  this  way.  The  percentage  of  profit  on  a 
margin  may  be  a  multiple  of  many  times  the  investment. 
And  those  who  come  out  leaders  or  "are  let  in  on  the 
ground  floor"  are  few  enough  so  that  they  may  become 


"  Pratt,  Work  of  Wall  St.,  p.  82.     The  amount  in  1902  (Jan.  30) 
was  $15,019,085,962.    The  estimate  for  1868  is  $3,000,000,000. 
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rich.  Moreover,  dishonest  manipulation  of  stocks  by 
"insiders"  did  not  altogether  cease  when  Gould  was 
driven  from  control  of  the  Erie  Railroad. 

The  policy  of  over-capitalization  on  the  part  of  mining, 
industrial,  and  other  corporations' — itself  a  speculation — 
supports  the  tendency  to  speculation.'''^  Reorganizing 
corporations — both  means  and  result  of  speculative  hand- 
ling of  them — and  underwriting  new  issues  afford  such 
opportunities  for  speculative  gain  as  were  never  before 
known. 

The  gains  of  the  modern  promoter  and  financier  are 
speculative  in  their  nature.  Since  time  is  the  essence  of 
speculation,  it  seems  paradoxical  to  speak  of  "timeless 
gains"  of  such  men."^^  Yet  the  closing  of  deals  necessary 
to  the  organization  of  a  combination  is  so  little  a  question 
of  mere  time  that  it  would  be  pointless  to  express  the 
gains  of  the  promoter  and  financier  as  a  rate  per  cent, 
per  annum  upon  an  investment.  The  possible  contribu- 
tion to  large  fortunes  is,  of  course,  all  the  greater.  The 
Morgan  syndicate  which  financed  the  United  States  Steel 
Corporation,  by  holding  themselves  ready  to  furnish  250 
million  dollars,  and  actually  advancing  only  25  millions, 
made  a  profit  on  the  transaction  of  50  millions  in  twelve 
months. 

But  no  one  can  tell  what  the  future  may  bring  forth. 
Speculators  are  at  most  but  relatively  better  informed 
than  their  fellows.  There  is  reason  for  supposing  that 
the  average  speculator  is  not  better  able  to  forecast  the 
future  than  other  dealers.  Speculation,  because  of  ignor- 
ance, may  as  well  increase  as  reduce  fluctuations  in 
prices.     Speculation,  even  for  the  sharpest  and  best  in- 


"  Cf.  Ripley,  Trusts,  Pools,  and  Corps.,  p.  xxii. 

'*  Cf.  Veblen,  Business  Enterprise,  p.  124.  Elsewhere  (pp.  167-8) 
he  speaks  of  the  "traffic  in  vendible  capital"  as  the  most  important 
source  of  great  fortunes  known  to  history. 


I20  American  Economic  Association  [854 

formed,  always  contains  an  element  of  uncertainty,  that 
is,  it  appeals  to  the  gambling  instinct.  The  fact  that  it  is 
to  a  degree  a  game  of  skill  merely  strengthens  its  attrac- 
tiveness, for  the  egotism  of  each  tells  him  he  has  the 
skill.  That  one  or  few  should  gain  much  by  the  loss  of 
others  never  has  been  an  extensively  effective  deterrent 
in  human  conduct.  The  lottery  is  based  upon  just  this 
principle  of  concentrating  many  small  losses  in  a  few 
great  prizes.  The  institution  of  marginal  holdings  gives 
to  stock  speculation  the  charm  of  a  lottery.  With  such 
extraneous  means  of  attraction,  it  is  safe  to  say  that  only 
a  small  minority  of  speculators  are  recruited  from  the 
shrewdest,  most  experienced,  and  best  informed  of  the 
mercantile  classes.  But  the  more  numerous  the  sheep 
and  lambs  who  don't  know,  the  more  profitable  the  shear- 
ing for  the  one  who  knows  or  is  lucky,  or  is  both  knowing 
and  lucky.  Some,  too,  play  with  loaded  dice,  that  is,  they 
"rig  the  market". '^^  It  has  been  said  that  the  cost  of  the 
gold  mined  in  the  world — at  least  before  the  recent  appli- 
cation of  improved  technical  processes  under  large-scale 
production  to  low-grade  ores — exceeded  the  value  of  the 
product.  The  fortunes  made  in  California  gold-mining 
are  not  inconsistent  with  this,  but  form  a  part  of  the 
reason  for  it.  So  it  is  with  the  fortunes  made  in  "stocks". 
And  they,  too,  are  numerous. ''^^ 

Speculation  is  of  course  undertaken  by  men  of  diverse 
ability  and  knowledge,  and  their  inequality  obtains  mag- 
nified expression  in  the  pecuniary  results.  But  as  specu- 
lation approximates  in  character  to  mere  gambling,  the 
situation  does  not  become  favorable  to  equality  in  the 
results.     According  to  the  mathematical  theory  of  proba- 


^^  For    Mr.    Conant's    description    of    the    process,    see    Atlantic 
Monthly,  1906,  p.  238. 
"  See  note  at  end  of  chapter. 
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bility,  a  purely  chance  distribution  and  redistribution  of 
gains,  with  possessions  originally  equal,  creates  inequality 
and  continually  increases  its  degree.  Gains  from  specu- 
lative practices  are  always  contributory  to  economic  in- 
equality. 

§  II.     The  Economics  of  Govermnent. 

The  chances  of  war  are,  through  speculative  enterprise, 
a  great  cause  of  large  fortunes.  War,  aside  from  its 
uncertainties,  destroys  capital  and  increases  the  value  of 
present  goods,  thus  raising  the  rate  of  interest  and  caus- 
ing a  decline  in  the  value  of  income-yielding  property. 
Changes  in  taxes,""  the  fluctuations  of  public  credit  and 
perhaps  of  paper  money,  government  contracts  for  certain 
kinds  of  goods  urgently  needed,  all  give  the  shrewd 
capitalist  and  merchant  his  chance.  Our  American  crop 
of  millionaires  began  to  be  noticeably  important  in  the 
period  just  following  the  Civil  War.  Strictly  political 
sources  of  riches  are,  under  modern  conditions,  less  im- 
portant than  formerly.  But  government  and  war  as 
economic  factors  still  considerably  affect  the  growth  of 
fortunes. 

Public  debts,  as  we  have  seen,  were  about  the  earliest 
great  form  of  abstract  property,  and  have  always  been  a 
favored  material  for  inactive  investment.  The  "financ- 
ing" of  princes  and  states  has  been  a  source  of  riches 
since  the  very  beginnings  of  modern  private  finance. 
Such  is  the  suggestion  of  the  names  Medici,  Fugger,  and 
Rothschild.'''^      Lending  money   to   princes   was   a   very 


"David  A.  Wells  (Prac.  Econ.,  p.  198)  estimates  that  $100,000,000 
was  made  by  distillers  and  by  speculators  and  dealers  in  distilled 
liquors  on  account  of  the  changes  in  taxes  between  July  i,  1862,  and 
Jan.  I,  1865. 

"  For  an  account  of  the  origin  of  the  fortunes  of  the  latter  two, 
see  Rich.  Ehrenberg,  Grosse  Vermogen. 
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risky  business,  and  was  correspondingly  gainful  when 
well-judged.  With  the  establishment  of  popular  govern- 
ment, national  debts  are  felt  to  be  more  secure,  and  the 
people  have  become  very  familiar  with  this  form  of 
abstract  property,  so  that  now  there  is  probably  a  ten- 
dency to  decentralization  of  holdings,  at  least  as  com- 
pared with  other  securities.  National  and  other  public 
debts  have  grown  so  in  the  last  century,'''^  though  they 
also  grew  at  an  enormous  rate  in  England  in  the  eigh- 
teenth century, ^^  that  there  is  room  for  both  small  and 
great.     Two  billion  six  hundred  million  dollars  of  debt 

'"  The  national  debt  of  the  world  in  1905  amounted  to  approxi- 
mately $35,000,000,000  (1906  World  Almanac,  p.  159,  "from  summary- 
prepared  by  the  Bureau  of  Statistics,  Department  of  Commerce  and 
Labor").  Figures  for  the  national  debts  of  the  principal  countries 
of  the  world  at  various  dates  are  given  in  the  Census  of  1880  (vol. 
VII,  Valuation,  Taxation,  and  Public  Indebtedness,  p.  267),  as 
follows : 

1848 $7,627,692,215  1870 $17,117,640,428 

i860 10,399,341,688  1880 23,286,414,753 

The  figures  for  1848  are  for  France,  Great  Britain,  Russia,  Spain, 
Italy,  United  States,  Austria-Hungary,  Portugal,  Holland,  Canada, 
Sweden  and  Norway,  Greece,  German  Empire  (to  1870  the  German 
Confederation),  Denmark.  In  i860  Turkey  is  added;  in  1870  Aus- 
tralia and  Roumania.  In  i860  Sweden  and  Norway  are  not  included, 
but  they  are  at  other  dates.  For  these  same  countries  the  latest 
figure  (from  the  World  Almanac  as  above)  is  $26,311,000,000.  This 
should  be  increased  by  a  matter  of  hundreds  of  millions  on  account 
of  the  Russo-Japanese  War.  These  figures  take  no  account  of  debts 
of  local  governments,  municipalities,  etc.,  which  are  much  more 
recent,  but  are  now  of  comparable  importance.  The  national  debt  of 
Great  Britain  amounted  to  $61,317,900  in  1700,  and  was  increased 
by  the  numerous  wars  of  the  i8th  century,  and  especially  by  the 
Napoleonic  Wars,  till  it  stood  at  $4,389,583,000  in  1815.  (From 
figures  of  Dudley  Baxter,  Census  as  above,  p.  270.)  The  debt 
of  France  had  a  checkered  career  in  the  i8th  century,  with  frequent 
scaling  down  or  repudiation. 

*"  Hume  described  the  possible  ways  by  which  an  end  might  be  put 
to  a  national  debt  as  either  "natural  death"  or  "violent  death",  neither 
of  which  involved  payment. 
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was  created  by  our  own  Civil  War.  Such  developments 
have  not  promoted  economic  equality. ^^  To  provide  a 
warring  government  with  funds  is  a  greater  undertaking 
now  than  it  was  in  the  days  of  Charles  V.  But  financial 
powers  have  grown  at  least  as  rapidly  as  the  needs  of 
states,  so  it  is  said  to  be  possible  for  a  few  financial 
magnates  to  determine  whether  a  great  European  state 
shall  go  to  war  and  when  it  shall  make  peace. 

For  governmental  policies  to  be  directed  by  the  eco- 
nomic interests  of  some  particular  class  is  older  than 
mercantilism,  whose  modern  heir  lineal  is  protectionism. 
Universal  suffrage  has  lately  meant  a  hearing,  and  more 
practical  things,  too  often  of  mere  private  class  interest, 
for  orp-anized  labor.     But  the  business  man  is  an  older 

o 

hand  at  manipulating  or  "owning"  politicians.  We  can 
see  his  influence  in  the  recent  renascence  of  "coloniza- 
tion", in  the  interest  of  exploiters  of  the  resources  of  the 
tropics.  The  results  of  the  insuf^cient  education  of  the 
voter  and  of  the  politician  in  the  distinction  between 
private  interests  and  the  public  interest  are  not  favorable 
to  the  "small"  but  economically  independent  people  of  the 
middle  and  manual  labor  class. 

In  another  way,  however,  modern  governmental  poli- 
cies tend  more  and  more  to  promote  economic  equality 
in  certain  respects.  If  there  be,  on  the  whole,  a  marked 
tendency  to  concentration  in  private  riches,  there  is  a  con- 
siderable offset  against  this  in  the  great  development  of 
public  property.  Such  wealth  is  most  of  it  collectively 
or  democratically  enjoyed.  Even  where  wealth  publicly 
owned  is  operated  v/ith  a  view  to  revenue,  other  motives 

""  Professor  Henry  C.  Adams  (Pub.  Debts,  pp.  39,  5o)  says  that 
public  debts  tend  to  perpetuate  class  distinctions.  He  quotes  statis- 
tics of  the  ownership  of  bonds,  and  believes  (p.  47)  corporate  owner- 
ship cannot  be  considered  an  alleviation  of  the  inequality.  For  such 
statistics  see  footnote,  p.  48,  above. 
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besides  profit  influence  the  policy  of  the  government  in 
regard  to  it.^^  The  conditions  of  labor  are  notably  good 
and  wages  high,  perhaps  notoriously  high,  in  such  em- 
ployment. Under  popular  government  the  amount  of 
public  property  will  probably  continue  to  increase.  Popu- 
lar government  has  already  doubtless  greatly  favored  the 
tendency  toward  collective  wealth.  De  Toqueville,  in 
his  day,  admired  the  enterprise  of  Americans  in  the 
execution  of  great  public  works,  "in  a  nation  which  con- 
tains, so  to  speak,  no  rich  men".^^  Semi-public  endow- 
ments for  educational  and  charitable  purposes  are  also 
acquiring  more  and  more  importance.  The  great  private 
corporation  is  significantly  pointed  to  as  a  stage  of  transi- 
tion to  socialism.  It  is  at  any  rate  developing  methods 
of  business  organization  from  which  municipal  corpora- 
tions and  the  state  may  learn  much. 

It  must  not  be  forgotten,  however,  that  public  works 
are  paid  for  chiefly  by  the  issuance  of  bonds,  which  are 
private  riches.  Not  until  these  are  paid  off  is  there  a 
clear  gain  in  public  property  by  public  "ownership". 

A  peculiar  sort  of  state  activity — peculiar  as  regards 
the  logical  or  possible  outcome  at  any  rate — is  state  aid 
to  investors,  by  intention,  of  course,  so  far  as  it  is  inten- 
tional, to  small  investors.  French  politicians  are  not 
anxious  to  adopt  measures  to  reduce  the  public  debt, 
because  it  is  so  broadly  held  and  so  popular  a  form  of 
investment.  The  policy  of  the  English  postal  savings 
bank  since  1896  involves  a  gratuitous  gift  of  interest  to 
small  receivers  of  abstract-property  income.  The  general 
desirability  of  such  practices  is,  to  say  the  least,  proble- 
matical.   Their  democracy  is  more  than  questionable. 


*^  Adolf  Wagner  (in  a  university  lecture)  makes  the  statement 
that  one-third  of  the  income  of  the  Prussian  people  is  income  of  the 
Prussian  state,  and  one-fourth  of  the  people  are  in  its  employ. 

"II,  p.  191. 
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§   12.     Interest  Rates  and  Tendencies. 

The  rate  of  interest  has  an  important  place  in  the  com- 
parison of  rich  and  poor,  for  upon  it  depends  somewhat 
the  degree  of  separation  between  the  two.     It  is  from 
income,    in   its   two   forms,    income    from   property   and 
income  from  personal  effort,  that  riches  or  more  riches 
must  be  accumulated.     The  comparative  possibility   of 
achieving  riches  depends  upon  the  absolute  amounts  of 
these  forms  of  income;  but  the  comparative  importance 
of  a  given  degree  of  accumulation  depends  on  the  rate 
of  interest.     The  rate  of  interest  may  be  low  while  in- 
comes from  property  are  large,  if  there  is  already  con- 
siderable  concentration.      Large   income    from   personal 
effort  and  foresight,  at  least  to  the  extent  of  putting  one- 
self in  the  way  of  a  gift  from  nature  or  from  society, 
must  be  the  original  source  of  riches.     Further  accumu- 
lation is  facilitated  by  a  high  rate  of  interest ;  any  given 
degree  of  riches  is  also  more  easily  reached.     For  the  one 
who  must  begin  with  nothing,  a  low  rate  of  interest  is, 
on  the  whole,  a  barrier  to  riches.     But  there  are  those 
already  rich,  and  with  large  incomes  from  property.     For 
them  further  accumulation  is  still  easy  and  the  low  rate 
of  interest  puts  others  at  a  disadvantage,  so  long  as  the 
large  incomes  from  property  are  much  larger  than  the 
large  incomes  from  personal  effort.     Family  pride  will 
sustain  the  effort  of  those   already  rich  to  keep  their 
relative  position  in  the  face  of  a  falling  interest  rate.     In 
some  cases  riches  will  increase  without  effort  or  sacrifice 
as  the  rate  of  interest  declines.     This  is  the  situation  of 
those  who  have  sources  of  fixed  income,  like  land  and 
"monopoly",  which  will  be  bid  up  as  interest  falls.     But 
as  regards  those  whose  source  of  savings  is  from  personal 
effort,  provision  for  the  future  by  income  from  property 
becomes,  in  effect,  the  sacrificing  of  present  possibilities 
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to  a  more  and  more  remote  future.  As  the  interest  rate 
falls  these  will  save  rather  for  a  reserve  and  thus  in 
limited  amount.  The  lower  the  interest  rate,  the  greater 
the  economic  separation,  other  things  equal,  between  the 
rich  and  those  with  income  only  from  effort.^'*  And  the 
rate  of  interest  is  lower  than  it  used  to  be. 

The  low  rate  of  interest  may,  however,  be  the  oppor- 
tunity of  the  entrepreneur  and  thus  may  help  to  create 
numbers  of  large  incomes  from  personal  effort  and  make 
riches  easier  of  achievement  to  the  class  most  likely  to 
originate  fortunes.  But  where  the  rate  of  payment  is 
low,  it  is  more  necessary  for  the  entrepreneur  to  have 
some  capital  of  his  own  as  a  margin  for  insurance  if  he 
is  to  benefit  by  the  low  rate.  The  gains  of  entrepreneurs, 
too,  in  such  piping  times  of  large-scale  production  as  the 
present,  are  not  the  moderate  gains  of  many,  but  the 
large  gains  of  a  few.  Hence  it  may  be  doubted  whether 
the  low  rate  of  interest  in  its  relation  to  active  profit- 
making  promotes  the  extension  rather  than  the  centrali- 
zation of  wealth.  But,  with  interest  low,  inequality  of 
personal  ability  is  probably  more  likely  to  produce  in- 
equality of  property. 

A  falling  rate  of  interest  has  an  unfavorable  effect  on 
accumulation  from  income  from  personal  effort  for  the 
achievement  of  riches,  since  it  weakens  the  motive  to 
save  and  may  prevent  saving  for  investment  where  there 
is  considerable  sacrifice  involved,  that  is,  among  those 
with  small  incomes.  But  for  those  already  rich  a  declin- 
ing rate  of  interest  is  an  incentive  to  save  in  order  to 
maintain  social  position.  It  is  also  a  symptom  of  large 
saving.     Falling  interest  favors  the  activity  of  entrepre- 


*^  Paul  Leroy-Beaulieu  (Repartition  des  richesses,  ch.  ix)  says  a 
low  rate  of  interest  diminishes  saving  in  the  tipper  classes  and  in- 
creases it  in  the  lower.  Perhaps  he  believes  the  latter  because  he  is 
a  Frenchman,  but  why  the  former  I  cannot  see. 


86 1]  The  Growth  of  Large  Fortunes  127 

neurs.  But  it  also  tempts  to  speculation  and  may  ruin 
many  an  entrepreneur  and  owner  who  were  not  satisfied 
with  the  rate  of  income  on  secure  investments  and  have 
embarked  without  sufficient  knowledge  in  hazardous  busi- 
ness. The  falling  rate  indicates  that  inactive  accumula- 
tions are  more  than  keeping  pace  with  the  expanding  field 
of  investment. 

The  amount  of  interest  income,  together  with  the  fact 
of  high  degree  of  concentration  in  its  distribution,  is  most 
important  in  relation  to  the  growth  of  large  fortunes,  and 
is  more  important  the  lower  the  rate  of  interest.  The 
amount  of  capital  is  increasing,  as  we  have  seen,  much 
more  rapidly  than  population.  Wages  and  salaries  per 
capita  are  also  increasing.  It  is  a  question  whether  in- 
come from  property  or  income  from  labor  is  increasing 
the  faster.^^  But  income  from  property  is  itself  much  less 
democratically  distributed  than  salaries  and  wages. ^^"^  And 
such  incomes  are  by  comparison  perpetual  and  thus,  as 
well  as  from  their  size,  afford  clear  possibilities  of  accu- 
mulation for  permanent  investment  not  contained  in  in- 
come from  labor.  Hence,  provided  the  strength  of  the 
motive  to  save  is  the  same  in  the  two  classes,  conditions 
are  favorable  to  further  concentration. 

That  most  savings  must  come  from  the  rich,  and  that 
further  concentration  of  riches  is  continually  in  process, 
is  implied  in  the  familiar  argument  in  behalf  of  the  rich, 
that  it  is  their  social  function  to  save.^'''  Although  the 
argument  is  much  less  convincing  for  America  than  else- 


'"It  is  Giffen's  view  (1883,  p.  619)  that  capital  is  weighing  more, 
but  its  income  less,  in  the  scale. 

^^^  Cf.  footnote  above  at  pp.  44-7. 

^°  Giffen,  e.  g.,  1883,  p.  622;  and  Philippovich,  p.  321.  It  has  been 
suggested  that  here  is  an  automatic  remedy  for  monopoly,  in  that  the 
monopolist  must  find  investment  for  his  savings,  and  thus  competi- 
tion will  be  revived. 
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where,  it  does  appear  plausible  that  the  rich  are  the  only- 
ones  who  can  afford  to  save  for  investment.  The  greatest 
incomes  are  incomes  from  property,  and  certainly  great 
saving  with  least  cost  may  occur  among  such.  So  far  as 
interest  is  re-invested,  there  is  a  geometrical  growth  of 
riches.  "To  him  that  hath  shall  be  given."  So  far  as  it 
is  true  that  money  makes  money — and  it  is  largely  true — 
the  factor  of  previous  concentration  must  soon  outweigh 
all  natural  inequality  of  ability.  And  the  process  may 
now  proceed  almost  regardless  of  ability.  With  the  de- 
velopment of  modern  abstract-property  devices,  lack  of 
ability  has  lost  much  of  its  effectiveness  in  destroying 
fortunes.  The  rich  are  given  an  initial  advantage  which 
they  are  no  longer  in  much  danger  of  ever  losing. 

It  is  a  curious  argument  of  some^'^  for  inherited  eco- 
nomic inequality  that  great  fortunes  descend  to  men  of 
corresponding  inherited  ability.  It  is  hard  to  see  why 
in  justice  he  who  is  handicapped  by  nature  should  also 
be  handicapped  by  human  institutions.  But  we  are  not 
concerned  here  with  the  question  as  to  the  justice  of 
such  arrangements.  It  is  doubtless  a  fact  that  there  is 
some  tendency  to  an  association  of  ability,  at  least  of  a 
certain  kind,  with  inherited  means.  The  fact  that  con- 
cerns us  is  that  such  an  association  must  tend  to  increase 
concentration  of  riches.  Simply  put,  if  the  ratio  of 
ability  is  as  i  to  2  and  of  initial  means  as  i  to  2,  then, 
when  a  union  of  greater  ability  with  the  greater  means 
works  out  its  effect,  the  resulting  economic  inequality 
will  be  as  i  to  4.  Thus  the  concentration  is  not  pro- 
portioned to  ability,  even'  if  based  on  ability.  And  it 
must  be  remembered,  too,  that  it  is  not  the  whole  amount 
of  ability  so  much  as  the  degree  of  its  concentration  upon 


*'  Cf.,    e.   g.,    Schmoller,    in    his    recent   controversy    with    Biicher. 
The  argument  is  more  often  implied  than  clearly  stated. 
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a  particular  aim  that  determines  its  effectiveness.  It  is 
concentration  of  ability  and  effort  upon  getting  rich  or 
getting  richer,  an  aim  that  is  not  particularly  worthy, 
that  creates  the  greatest  fortunes.  In  other  words,  it  is 
narrowness  as  well  as  ability.^^  This  counter-argument 
loses  some  of  its  point  if  it  is  meant  that  the  rich  by 
inheritance  are  to  devote  themselves,  not  to  economic,  but 
to  genpjral  social  functions,  for  which  their  means  give 
themi  the  opportunity.  But  then  the  grounds  for  admis- 
sion to  the  favored  circle  of  those  receiving  income  with- 
out labor  are  little  related  to  functions  when  admitted. 
The  argument  may  still  mean  much  as  applied  to  the 
inheritance  of  some  means,  but  is  no  defence  for  the  con- 
tinuance of  very  great  fortunes. 

The  amount  of  income  from  property  received  by 
inheritance  is  already  highly  concentrated  and  tends  to 
become  more  so  in  geometrical  ratio.  Such  income  of 
the  rich  is  practically  all  free  income,  that  is,  income  not 
mortgaged  for  necessaries,  hence  it  is  practically  all  avail- 
able as  means  of  further  acquisition.  The  fact  of  the 
inheritance  of  fortunes,  considered  from  a  purely  eco- 
nomic point  of  view,  operates  in  the  direction  of  further 
concentration  of  riches,  and  is  reenforced  as  a  factor 
in  inequality  in  proportion  as  interest  rates  are  low.'^^ 

^  The  temptations  of  riches  are  a  destructive  factor ;  but  narrow- 
ness is  perhaps  also  a  protection  here,  at  least  if  the  margin  is  small, 
that  is,  where  the  person  is  not  very  rich. 

^'  The  present  essay  treats  of  one  phase  of  the  larger  problem  of 
"distribution"  so  ably  stated  by  Professor  Cannan  in  his  article  on 
the  Division  of  Income  (Qu.  Jr.  Ec,  XIX).  Among  other  things  he 
says :  "Every  one  knows  that  in  all,  except  the  newest  'countries,' 
the  inequality  in  the  amounts  of  property  which  individuals  have 
received  by  way  of  bequest  and  inheritance  is  by  far  the  most  potent 
cause  of  inequality  in  the  actual  distribution  of  property."  This 
probably  is  as  yet  an  overstatement  for  the  United  States,  though 
not  for  England.  We  have  elsewhere  treated  of  the  development  of 
abstract   property   as   conditional   to   the   full    force   of   this    factor. 
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§  13.     The  Outlook  for  Small  Savers  and  for  the  Small- 
Propertied  Middle  Class. 

There  is  a  certain  weakness  in  the  argument  for  the 
importance  of  the  rich  as  those  performing  the  social 
function  of  accumulation.^^  While  the  sacrifice  involved 
in  saving  is  less  great  in  proportion  to  size  of  income,  the 
legitimate  strength  of  the  motive  to  save  is,  in  a  rough 
way,  correspondingly  less  great,  so  that  concentration 
would  seem,  a  priori,  to  leave  the  effective  tendenc}^  to 
save  just  where  it  was.  This  conclusion  follows  unless 
we  assume  that  there  is  a  limit  to  the  possibility  of  per- 
sonal expenditure — which  is  true  only  of  rational  expen- 
diture. But  the  case  is  stronger  against  the  effective 
functioning  of  the  rich  as  savers.  As  between  incomes 
equally  large,  the  one  salary  or  income  from  labor,  the 
other  income  from  property,  the  motive  to  save  on  the 
part  of  the  former  is  much  the  greater,  for,  aside  from 
the  desire  for  income  from  property  on  its  own  account, 
there  is  need  of  accumulating  a  reserve  or  provision  for 
the  time  when  labor  is  no  longer  possible  or  when  the 
head  of  the  family  is  taken  away.  From  equal  amounts 
of  income,  distributed,  one  sum  among  numerous  re- 
ceivers of  moderate  salaries,  and  the  other  among  a  few 
rich  as  the  income  from  their  property,  there  will,  other 


Cannan  further  says :  "As  time  goes  on,  the  savings  of  each  genera- 
tion of  men  must  come  to  bear  a  smaller  and  smaller  proportion  to 
the  property  which  has  come  down  to  them  from  previous  genera- 
tions" (p.  366).  This  applies  to  savings  out  of  income  from  personal 
effort,  but  not  of  necessity  to  savings  out  of  income  from  property. 
It  is  because  it  results  in  greater  separation  between  these  two  classes 
that  a  low  interest  rate  in  effect  increases  inequality. 

•°Cf.  Giffen,  1883,  p.  622.  On  the  other  side  cf.  Roscher,  p.  618. 
Schmoller  ventures  a  guess  at  the  proportion  of  savings  coming  from 
different  classes.  He  assigns  two-fifths  to  small  savers,  and  three- 
fifths  to  entrepreneurs,  through  their  great  gains,  and  to  the  rich. 
Grundriss,  pp.  634-5. 
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things  equal,  be  a  much  larger  amount  of  saving  from 
among  the  salaried  class.  This  is  true,  even  allowing  for 
deductions  resulting  from  the  use  of  accumulations  as 
reserve.  The  comparison  is  obscured  by  the  fact  that 
other  things  are  not  equal.  That  is,  those  already  pos- 
sessing considerable  property  are,  by  birth  and  habit,  on 
the  whole,  likely  to  possess  more  of  an  instinct  for  pecu- 
niary accumulation.  But  even  assuming  a  saving  instinct 
among  the  propertied  classes,  conditions  would  appear  to 
be  more  favorable  to  further  accumulation  if  existing 
accumulations  be  held  by  a  numerous  small-propertied 
class,  instead  of  being  concentrated  in  the  hands  of  a  few 
rich.  This  is  not  a  mere  speculation.  France  is,  of  the 
progressive  European  nations,  the  land  of  the  small- 
propertied  class. ^^  But  France  is  also  the  land  of  thrift 
and  of  great  total  savings.  The  paying  of  the  German 
indemnity  was  accomplished  so  quickly  as  to  surprise  the 
world.  France  —  though  with  England  given  a  great 
start — has  not  only  for  long  been  the  great  creditor  and 
financial  support  of  Russia,  but  is  now  the  land  which  is 
looked  to  for  supplying  the  world  market  with  new 
capital.  This  adds  noticeably  to  the  importance  of  France 
in  international  politics. ^^     This  position  of  France  as 

"  Neymarck  (Jr.  Roy.  Stat.  Soc,  1896,  pp.  540-2)  presents  some 
significant  figures  of  ownership  of  investment  paper  in  France.  Such 
figures  probably  could  not  be  matched  by  any  other  coimtry.  Of 
course  allowance  is  to  be  made  for  division  of  risk  through  the  in- 
vestor's owning  small  quantities  of  several  different  stocks.  The 
French  learned  well  the  lesson  of  the  Panama  Canal  experience. 
Division  of  risk,  too,  naturally  increases  with  the  inactivity  of  the 
investor,  that  is,  with  the  increase  of  abstract  property.  A  compara- 
tive study  of  statistics  of  estates  of  decedents  in  France  and  other 
countries,  however,  shows  a  marked  difference  in  favor  of  France 
as  regards  concentration  of  property.  See  the  writer's  article  men- 
tioned above. 

"  This  is  believed  in  financial  circles  to  be  one  reason  for  the  yield- 
ing of  Germany  in  the  Algeciras  Conference.  Cf.  A'".  Y.  Evening 
Post,  Mar.  10,  1906,  also  Apr.  28,  1906. 
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the  great  moneyed  nation  is  based  upon  the  saving  power 
of  the  salaried  and  small-propertied  class.  England  has 
relatively  lost  ground,  probably  by  very  reason  of  her 
greater  concentration  of  riches.  This  development  of 
small  saving  has  of  course  had  to  wait  for  the  modern 
organization  of  investment  institutions.  The  anxiety 
with  which  our  American  financiers  are  coming  to  culti- 
vate and  humor  the  "outside  public"  of  small  investors 
appears  to  indicate  a  similar  tendency  to  a  shift  in  the 
character  of  the  class  of  savers  in  this  country. '"^^  The 
function  of  the  rich  as  the  accumulators  of  capital  appears 
to  be  a  thing  of  the  past.^^ 

It  has  been  argued,  in  considering  the  development  of 
abstract  property,  that  it  has  thus  far  been,  on  the  whole, 
favorable  to  the  concentration  of  riches.  The  evidence 
supports  this  view.  It  has  also  been  shown,  however,  that 
it  is  intrinsically  just  as  possible  for  abstract  property  to 
be  the  means  of  equalization  of  ownership.^^     Education 


*^  "The  industrial  movement  must  stand  or  fall  by  the  proposition 
whether  industrials  are  or  are  not  to  become  an  investment  for  the 
small  capitalist."  James  B.  Dill  (p.  no)  in  an  address  on  Industrials 
as  Investments  for  Small  Capital. 

°*  There  are  those  w^ho  write  against  the  "fallacy  of  saving,"  argu- 
ing that  the  older  economists  were  mistaken  in  extolling  parsimony 
as  a  social  service.  This  difference  of  opinion  seems  to  be  due  to  a 
difference  in  point  of  view  resulting  from  the  growth  of  abstract 
property.  Could  not  American  agriculturists  well  expend  billions 
in  improving  their  land  and  appliances?  But  they  need  first  to  pay 
something  on  the  mortgages.  Better  streets  and  roads,  and  other 
public  works,  would  pay  indirectly  if  not  financially.  Expenditures 
for  permanent  improvements  could  economically  be  made  in  all  lines 
of  production  and  consumption.  But  if  we  think  only  of  abstract 
pecuniary  income,  it  is  true  that  too  rapid  accumulation  and  the  too 
anxious  seeking  of  profitable  investments  mean  disturbance  of  busi- 
ness conditions. 

*"  "In  my  opinion  the  greater  distribution  of  which  I  am  speaking 
was  the  result  of  limited  liability."  Goschen,  1887,  p.  596.  He 
refers  to  the  decentralization  of  the  holding  of  the  stocks  of  certain 
companies  as  they  become  older.     Age  itself  must  normally  spread 


867]  The  Groivth  of  Large  Fortunes  i33 

in  the  qualities  of  paper  property  has  until  recently  been 
lacking.  Such  property  still  needs  adaptation  to  the 
demands  of  small  investors.  But  these  requirements 
once  met,  the  ultimate  result  may  be  greater  equality 
in  abstract-property  incomes.  A  small-propertied  class, 
accustomed  to  personal  sacrifices,  lacking  personal  initia- 
tive, and  valuing  security  above  all  else,  may  in  time  buy 
out  many  of  the  larger  holders  of  abstract  property.  They 
can  outbid  both  the  spendthrift  rich  and  the  active  entre- 
preneur class.  More  stable  conditions  of  production  will 
favor  them.  The  fall  in  the  rate  of  interest  is  probably  in 
part  due  to  greater  and  greater  elimination  of  irregularity 
and  risk;  this  again  is  partly  a  result  of  the  demands  of 
abstract-property  seekers.  A  condition  to  a  supplanting 
of  the  rich  by  small  savers  is  that  the  abstract-property 
character  of  securities  attain  to  its  highest  development, 
that  is,  that  the  income  be  fixed  and  the  risk  be,  so  far  as 
humanly  possible,  eliminated.^'^  But  it  is  the  tendency  of 
present-day  methods  of  organization  to  expand  just  this 
type  of  security.  Savings-banks  and  trust  companies 
have  developed  as  the  agents  of  the  inactive  investor,  giv- 
ing those  seeking  abstract-property  income  the  benefit  of 
their  expert  knowledge  of  investments  and  the  advantage 
of  division  of  risk.  The  recent  and  rapid  growth  of  the 
trust  company  in  the  United  States  is  especially  signi- 
ficant. So  the  ultimate  result  of  the  abstract-property 
development  may  be  to  equalize  the  ownership  of  prop- 
erty. As  for  the  fev/  functionless  hereditary  rich  who 
will  still  remain,  their  relation  to  the  social  order  will  then 


somewhat  the  shares  of  a  company  by  process  of  partial  sales,  aside 
from  the  direct  incentive  to  such  distribution  for  the  sake  of  virtual 
insurance  by  division  of  risk. 

°°  Bonds  are  more  perfect  abstract  property  than  stocks.  It  would 
be  interesting  to  know  whether  there  is  any  difference  in  the  degree 
of  concentration  of  ownership  of  these  two  classes  of  securities. 
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be  so  clearly  nil,  that  governmental  action  may  be  ex- 
pected to  divide  the  property  of  the  very  rich  on  their 
decease,  thus  reversing  the  policy  of  primogeniture 
adopted  by  feudalism.  Abstract  property  is  a  middle- 
class  opportunity,  though  it  may  be  doubted  whether  it 
is  so  good  a  middle-class  opportunity,  being  non-func- 
tional, as  that  provided  by  economic  conditions  which 
favor  the  small-sized,  but  independent,  form  of  produc- 
tive enterprise.  American  farmers  are  a  wealth-owning 
and  v/ealth-administering  class  that  will  probably  con- 
tinue to  dominate  in  the  rural  districts.  It  is  the  small 
urban  "bourgeoisie"  that  have  suffered  as  a  result  of  the 
Industrial  Revolution.  But  the  evolution  of  abstract 
property  may  finally  cure  that  condition  of  which  it  has 
so  far  been  so  largely  the  cause. 

Property  in  life  insurance,  which  has  developed  so 
greatly  in  the  last  quarter-century,  is  important  as  a  sup- 
port of  the  middle  class.^'''  The  millions  of  accumulations 
form,  in  effect,  small  properties  available  when  most 
needed.  The  numbers  holding  life  insurance  we  should 
expect  to  increase  as  the  salaried  class  grows  and  takes 
the  place  of  the  older  propertied  middle  class,  though 
business  men  also  are  likely  to  insure  heavily. ^^ 

"  Life  insurance  is  a  mode  of  saving  and  providing  a  reserve  which 
we  might  expect  to  be  a  favorite  resort  of  the  salaried,  and  to  some 
extent  of  the  better  wage-earning,  class.  Rising  from  an  unimpor- 
tant sum  in  1850,  the  amount  of  policies  in  force  at  various  dates 
was  (U.  S.  Statist.  Abstr.,  1905,  p.  123)  : 

1880 $1,584,717,001      1894 $5,566,166,664 

1884 2,095,810,106      1899 7,774,280,005 

1889 3,657,669,776      1904 12,547,937,441 

Of  course  the  actual  present  value  of  such  savings  would  be  better 
represented  by  the  assets  of  the  companies.    These  were : 

1880 $452,680,651  1894 $1,073,156,679 

1884 519,786,617  1899 1,595,208,408 

1889 720,237,645  1904 2,498,960,968 

'*The  increase  in  the  number  of  insured  can  hardly  be  an  indica- 
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Savings  institutions  are  supposed  to  be  for  the  benefit 
of  the  "working  classes",  but  are  very  largely  patronized 
by  the  small-propertied  class.  In  either  case  the  increase 
of  their  deposits  is  a  good  sign,  even  if  that  is  largely 
due  to  the  fact  that  they  are  a  comparatively  unsatis- 
factory resource  of  those  who  would,  in  other  times,  have 
been  directly  small  owners  and  administrators  of  pro- 
ductive wealth.  They  open  to  all  the  door  to  the  pos- 
session of  abstract  property,  an  important  advantage  es- 
pecially for  the  city  proletariat.^^ 

tion  of  the  increase  of  the  propertied  class,  as  Goschen  (1887,  p.  598) 
implies  but  rather  of  the  tendency  to  a  salaried  class  in  their  stead. 
As  regards  mere  numbers,  too,  there  has  been  a  great  development 
of  so-called  industrial  insurance  in  England  and  America. 

"'Following  are  statistics  of  savings  banks,  etc.,  at  intervals  of 
five  years,  since  1850  (Statistical  Abstr.  of  the  U.  S.  for  1905,  PP- 
634-5)  : 

Deposits  in  No.  of  de-  Deposits  m 

savings  banks  positors  loan  and  trust  cos. 

Date  (thous.  dols.)  (in  thousands)  (thous.  dols.) 

1850 $43,431  251 

1855 84,290  432 

i860 149,278  694 

1865 242,619  980 

1870 549,874  163I 

1875 924,037  2360          $85,025 

1880 819,107  2336           90,008 

i88s 1,095,172  3071  188,417 

1890 1,550,024  4259  336,456 

1895 1.844,358  4876  546,653 

1900 2,389,720  6107  1,028,232 

1905 3,093,077  7696  1,980,857 

The  increase  in  the  amount  of  deposits  in  such  institutions  of  course 
does  not  mean  quite  a  corresponding  increase  m  savmgs.  It  is 
necessary  that  the  people  acquire  the  habit  of  using  such  mstitutions. 
They  will  also  use  them  more  in  proportion  as  the  opportunity  to 
receive  direct  income  from  concrete  productive  wealth  is  relatively 
less  For  this  reason,  too,  deposits  in  savings  banks  are  not  wholly, 
or  even  mainly,  the  savings  of  the  people,  for  the  middle  class  has 
probably  been  more  and  more  forced  into  such  lines  of  investment. 
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In  addition  to  the  possibility  of  a  renewal  of  life  for 
the  small-propertied  class,  and  also  in  part  as  a  means  to 

(Pres.  Wright's  opinion — based  upon  certain  Massachusetts  Labor 
Reports — is  that  one-half  demonstrably  belongs  to  wage-earners. 
Atlantic  Monthly,  vol.  80,  p.  303,  footnote.)  But  it  is  certainly  not 
the  rich  that  put  their  property  here.  The  loan  and  trust  company, 
on  the  other  hand,  may  act  to  a  considerable  extent  as  an  investing 
agent  of  the  rich.  As  regards  the  number  of  savings-bank  depos- 
itors, they  are  of  course  not  all  heads  of  families,  but  rather  more 
nearly — if  one  must  choose  between  extreme  assumptions — all  the 
grown-up  or  partly  grown-up  members  of  families  that  deposit  at  all. 
Many  of  the  well-to-do,  also,  are  known  to  deposit  in  several  banks. 

The  following  comparison  of  the  United  States  with  other  coun- 
tries as  regards  savings  institutions  is  significant.  "The  total 
deposits  in  all  the  savings  banks  of  the  world,  according  to  latest 
official  information  received  by  the  Department  of  Commerce  and 
Labor  through  its  Bureau  of  Statistics,  amounted  to  over  10^ 
billion  dollars,  contributed  by  82,640,000  depositors.  Of  this  total  the 
United  States  shows  aggregate  deposits  of  $3,060,179,000,  credited  to 
7,305,000  depositors.  As  the  figures  used  in  arriving  at  the  grand 
totals  cover  about  one-half  of  the  population  of  the  world,  viz.,  over 
770  millions,  it  appears  that  the  United  States,  with  less  than  9^ 
per  cent,  of  the  total  population  considered,  contributes  over  29  per 
cent,  of  the  total  savings  deposits  recorded.  Of  the  total  number  of 
depositors,  or  rather  deposit  accounts,  the  share  of  the  United  States 
is  somewhat  less  than  9  per  cent,  while  the  average  deposit  per 
account  is  more  than  four  times,  and  the  average  savings  per  inhabi- 
tant more  than  three  and  one-half  times  the  corresponding  averages 
for  the  rest  of  the  world."     (Comptroller's  Rpt.  1904,  vol.  I,  p.  38). 

The  building  and  loan  association,  a  form  of  lower  middle  and 
working  class  investment  characteristic  of  the  United  States,  has 
been  in  a  stationary  or  declining  state  in  the  most  recent  period. 
Assets  at  recent  dates  (Stat.  Abstr.  U.  S.,  1905,  p.  122)  were: 

1893 $528,852,885 

1898 649,423.380 

1903 599,550,85s 

This  is  not  necessarily  a  bad  symptom,  however,  smce  it  is  probably 
due  to  the  competition  of  better  forms  of  investment. 

It  is  significant  of  the  power  of  small  savers  that,  even  in  a  country 
which  presents  so  high  a  degree  of  concentration  as  the  United 
Kingdom,  they  appear  to  be  making  noticeable  gains  at  a  critical 
point,  that  is,  in  the  ownership  of  real  estate.  Giffen  says  (1883,  p. 
617)  :    "Out   of   190  million   pounds   assessed   under   Schedule   A  in 
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such  reinvigoration,  there  is  the  prospect  of  a  continu- 
ance of  the  expansion  of  the  high-salaried  or  salaried, 
as  distinguished  from  the  wage-earning  class. ^^*^  The 
members  of  this  class  are  chiefly  officials  of  corporations. 


1881-2,  the  sum  of  11,359,000  pounds  was  exempted  from  duty  as 
being  the  income  of  people  whose  whole  income  from  all  sources  was 
under  150  pounds  a  year."  This  schedule  includes  only  capitalistic 
income,  described  as  "from  the  ownership  of  lands,  houses,  etc." 
The  annual  value  of  property  entered  under  Schedule  A  in  1901-2 
and  relieved  from  duty  on  the  ground  that  the  total  incomes  of  the 
owners  from  all  sources  did  not  exceed  160  pounds  was  25,806,835 
pounds,  out  of  a  total  gross  assessment  under  Schedule  A  of 
238,231,937  pounds  (Com.  Inland  Rev.,  p.  181).  Five  and  nine-tenths 
per  cent,  of  the  total  income  of  this  kind  was  exempt  at  the  earlier 
date,  and  10.8  per  cent,  at  the  later. 

Allowance  must  be  made,  it  is  true,  for  the  change  in  the  minimum 
taxable.  But  a  change  from  150  to  160  pounds  is  an  increase  of  only 
one-fifteenth.  Suppose  the  incomes  added  to  the  exempt  list  aver- 
aged 155  pounds  and  those  that  would  have  been  exempt  under  the 
previous  limit  averaged  75  pounds.  Since  the  incomes  not  amounting 
to  a  subsistence  minimum  are  few  anyway,  and  still  fewer  among 
those  possessing  some  income  from  property,  this  latter  assumed 
average  is  absurdly  low,  and  therefore  favorable  to  attributing  much 
of  the  change  to  the  added  class.  '  And  suppose  the  numbers  in  the 
two  classes  proportioned  to  their  range.  This  is  also  rather  favor- 
able to  an  unduly  good  showing  for  the  added  class,  since  the 
pyramid  of  incomes  tapers  decidedly  below  this  point.  Then  the 
added  one-fifteenth  of  exempt  cases  would  mean  an  addition  to  the 
amount  of  income  exempt,  not  of  one-fifteenth  or  6.7  per  cent.,  but 
of  (155  X  i)/(75  X  15)  or  13.8  per  cent.  This  is  certainly  inade- 
quate to  account  for  very  nearly  a  doubling  of  the  amount  exempted 
on  the  ground  of  its  receipt  by  persons  with  small  incomes.  In 
twenty  years  there  has  clearly  been  a  very  great  gain  in  the  owner- 
ship of  real  estate  by  people  of  small  incomes  in  the  United  Kingdom. 

Altogether,  the  statistics  cited  justify  the  conclusion  that  there  has 
recently  been,  in  the  United  States  and  elsewhere,  an  important 
increase  in  the  number  of  small  owners  of  income-yielding  property, 
especially  of  abstract  property. 

^"^  We  may  analyze  United  States  statistics  of  occupations  in  a  way 
to  throw  light  on  this  question  of  the  growth  of  the  salaried  class. 
Excluding  the  agricultural  group  altogether  from  the  comparison, 
and  reckoning  as  representatives  of  the  salaried  class  or  better  (i.  e., 
entrepreneurs)  :    Bankers  and  brokers,  Officials  of  banks  and  com- 
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This  tendency  is  hailed  by  some  as  the  development  of 
a  new  sort  of  middle  class  which  will  be  an  adequate  sub- 

panies,  Manufacturers  and  officials  of  manufacturing  companies,  etc., 
Merchants  and  dealers  (wholesale  and  retail),  and  Persons  in  pro- 
fessional service,  we  find  the  per  cent,  these  constitute  of  the  total  in 
non-agricultural  gainful  occupations.  (The  basal  numbers  for  these 
ratios  were  obtained  from  the  Special  Report  on  Occupations,  pp. 
1-lii.)     The  percentages  for  successive  census  years  are: 

1870 12.3  1890 13.2 

1880 12.3  1900 13.3 

Excluding  teachers  from  the  comparison,  the  per  cents,  are  10.6, 
10.2,  ii.o,  1 1.2.  There  is  thus  indicated,  except  during  the  first 
decade  included,  a  steady  gain  of  this  group  upon  others,  which  is 
doubtless  due  to  the  growth  of  the  salaried  class.  The  demand  for 
higher  commercial  and  engineering  education  is  a  result  and  symp- 
tom of  the  growth  of  that  class.  If  we  include  farmers,  planters, 
and  overseers,  and  reckon  the  per  cent,  of  these  to  the  total  in 
gainful  occupations,  the  showing  is  different  for  the  last  decade. 
But  this  can  be  explained  by  the  fact  that  agriculture,  with  its  high 
proportion  of  independent  entrepreneurs,  is  relatively  losing  ground. 
The  salaried  class  is  a  phase  of  commercial  and  industrial,  rather 
than  of  agricultural,  development. 

Owing  to  a  change  in  the  classification,  it  is  not  possible  to  com- 
pare the  ratio  of  "salaried  officials,  clerks,  etc.,"  to  "wage-earners" 
as  reported  in  the  Census  of  Manufactures  of  1890  and  1900.  Such 
a  comparison  with  the  Census  of  1900,  not  only  as  regards  numbers 
but  also  as  regards  average  income  of  salaried  officials  and  wage- 
earners  respectively,  is  possible  for  the  Census  of  Manufactures  of 
1905.  In  the  five  year  period,  salaried  officials,  clerks,  etc.,  increased 
in  number  42.7  per  cent.,  while  the  number  of  wage-earners  increased 
but  16.0  per  cent.  (Bui.  57,  p.  9).  The  average  salary  increased  abso- 
lutely more,  but  relatively  less,  than  the  average  wage. 

There  is  here  a  possibility  of  erroneous  inference.  As  the  corpora- 
tion progressively  displaces  other  forms  of  business  organization,  its 
salaried  class  takes  the  place  of  independent  entrepreneurs  and  small 
proprietors.  There  is  thus  an  increase  of  the  salaried  class  in  pro- 
portion to  the  total  occupied.  This  increase,  however,  is  not  a  net 
gain  for  the  "middle"  class,  but  is  primarily  compensatory,  though 
perhaps  also  more  than  that.  The  increase  of  those  occupied  in 
certain  kinds  of  professional  service  indicates  that  it  is  more  than 
compensatory.  It  appears,  too,  that  the  salaried  class  is  gaining 
considerably  relative  to  the  wage-earning  class. 
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stitute  for  the  propertied  middle  class.  It  certainly  is  a 
gratifying  tendency;  but  the  salaried  class  is  not,  as  such, 

For  the  United  Kingdom  one  index  of  the  increase  of  the  salaried 
class  is  the  gross  income  assessed  under  Schedule  E  of  the  income 
tax,  that  is,  "salaries  of  government,  corporation,  and  public  company 
officials."  The  gross  income  assessed  under  this  head  in  the  year 
1901-2  was  79,151,425  pounds,  an  increase  of  53.4  per  cent,  over  the 
year  1892-3,  and  of  5.0  per  cent,  over  the  year  1900-01.  (Com.  Inland 
Rev.,  p.  205.)  The  number  of  assessments  in  1892-3  was  246,789,  and 
in  1901-2  it  was  342,259,  an  increase  of  95,470,  or  about  39  per  cent. 
The  conversion  of  private  concerns  into  public  companies  of  course 
constantly  tends  to  increase  this  class  at  the  expense  of  the  schedule 
for  incomes  from  "businesses,  concerns,  professions,  employments", 
etc.,  so  that  the  increase  is  a  compensatory,  and  not  a  net,  gain  for 
the  middle  class. 

In  the  German  statistics  of  occupations,  the  class  of  Angestellte 
corresponds  to  our  "salaried  officials,  clerks,  etc."  The  number  of 
these  at  the  dates  given  was  as  follows  (the  figures  given  in  Zahn, 
Conrad  II,  p.  604)  : 

Absolute     Per  cent,  in- 
1882  1895  increase  crease 

Landwirtschaft  . . .     66,644  96,173  29,529  44 

Industrie  99,076        263,745        164,669        166 

Handel 141,548        261,907        120,359  85 

Uberhaupt 307,268        621,825        314,577         102 

The  increase  in  the  total  number  of  persons  occupied  was  17.80  per 
cent.  Entrepreneurs  employing  assistants  increased,  in  the  period 
from  1882  to  1895,  1.3  per  cent.,  laborers  62.6  per  cent.,  officials  118.9 
per  cent.  (Schmoller,  Grundriss,  p.  436).  This  introduction  of  busi- 
ness officials  between  proprietors  and  wage-earners  is  a  result  of 
large-scale  industry,  and  indicates  the  growth  of  a  salaried  class,  but 
also  the  displacement  of  a  small-entrepreneur  class. 

The  French  classification  of  occupations  does  not  lend  itself  to 
convenient  comparison  of  like  nature. 

The  general  conclusion  from  these  figures  is  obvious.  The  salaried 
class  is  of  increasing  importance  under  the  modern  regime.  This 
increase  has  its  highly  encouraging  aspect.  Modern  industry  is 
directly  creating  another  middle  class  in  place  of  the  one  it  tends  to 
destroy,  though  we  cannot  say  how  far  the  gain  is  full  compensation 
for  the  loss.  This  gain,  with  the  ulterior  possibilities  which  it  pre- 
sents, is  one  of  the  most  important  progressive  features  of  the 
situation. 
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a  true  middle  class  between  rich  and  propertyless.  A  high 
salary  is  not  an  equivalent  substitute  for  an  equal  income 
from  property,  for  it  is  not  permanent.  And  the  bridging 
of  the  gap  between  the  large-propertied  and  the  high- 
salaried  class  becomes  increasingly  difficult  as  the  rate 
of  interest  falls.  Of  course  a  high  salary  may  facilitate 
the  accumulation  of  a  small  property.  The  salaried  and 
the  small-propertied  class  together,  by  their  savings,  prob- 
ably afford  the  greatest  demand  for  secure  abstract  prop- 
erty. The  final  outcome  of  this  situation  is  likely  to  be 
favorable  to  the  middle  class. 


Summary. 

It  has  been  the  aim  of  this  chapter  to  show  how  the 
economic  developments  of  recent  times  have  promoted 
the  growth  of  such  forms  and  kinds  of  production  and 
exchange  as,  on  the  whole,  are  favorable  to  the  growth 
of  large  fortunes.  These  tendencies  have  been  particu- 
larly strong  in  the  United  States.  Agriculture,  which 
remains  a  great  field  of  small-scale  production,  has  flour- 
ished, but  at  nothing  like  the  rate  of  manufactures  and 
mineral  industries.  And  against  the  ownership  of  agri- 
cultural land  there  has  probably  been  a  considerable 
increase  of  comparatively  centralized  mortgage  debt. 
Meanwhile  the  urban  and  industrial  population,  where 
economic  inequality  flourishes,  has  been  growing  at  a 
rapid  rate.  Large-scale  production  and  the  corporate 
organization  of  business  has  been  increasingly  dominant 
in  everything  but  agriculture.  The  greatest  increase  in 
recent  production  in  the  United  States  has  been  in  lines 
where  large-scale  production,  or  economico-technical  con- 
centration of  wealth,  has  prevailed  and  is  becoming  more 
and  more   dominant.      Manufactures   are   conspicuously 
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and  increasingly  of  this  character.  Mining  is  even  more 
completely  an  industry  of  large-scale  production.  Large- 
scale  production  increases  the  dominance  of  the  capitalist, 
adopts  the  corporate  form,  and  extends  the  regimental 
organization  of  labor.  These  developments  have  pro- 
ceeded at  an  accelerating  rate.  Ours  is  a  highly  dynamic 
age.  In  such  a  soil  the  commercial  and  speculative  point 
of  view,  with  corresponding  gains  from  value-increase 
in  real  estate,  in  securities,  and  so  forth,  has  bulked  larger 
than  ever  before.  Everything  has  been  coming  the  way 
of  the  business  man.  Altogether  these  developments  have 
enormoysly  favored  the  growth  of  capital  and  of  large 
fortunes. 


NOTE  TO  CHAPTER  III. 
An  Analysis  of  Lists  of  Millionaires  (compiled  by  the  N.  Y. 
Tribune  and  the  N.  Y.  World)  in  the  United  States. 
In  1892  the  New  York  Tribune  published,  as  a  supplement 
{Tribune  Monthly,  June,  1892,  "American  Millionaires"),  a  list  of 
American  millionaires,  which  has  been  made  considerable  use  of  by 
statisticians.  The  editor  describes  it  as  "a  substantially  complete 
and  correct  catalogue  of  the  persons  in  the  United  States  who  are 
reputed,  by  their  friends,  and  neighbors,  and  by  well-informed 
business  men  in  their  respective  communities,  to  be  worth  a  million 
or  more  of  property,  or  in  very  close  proximity  to  a  million"  (p.  4). 
He  further  says  the  list  includes  rather  too  many  than  too  few 
names.  As  regards  the  number  of  millionaires  indicated,  it  is  per- 
haps not  very  reliable,  and  the  error  is  probably  one  of  exaggeration. 
But  errors  of  this  kind  do  not  affect  the  validity  of  conclusions 
drawn  from  the  following  analysis.  The  source  from  which  a 
fortune  is  derived  is  much  better  known  to  the  public  than  its 
amount.  A  calculation  and  comparison  of  the  relative  importance 
of  the  various  sources  of  riches,  furthermore,  is  not  appreciably 
affected  by  some  indefiniteness  of  the  information  as  to  whether 
each  particular  fortune  is  of  such  a  size  as  to  come  within  the  line 
bounding  the  class  for  which  the  comparison  is  made — provided 
there  is  no  bias  in  the  compiler,  such  that  he  seeks  to  increase  the 
importance  of  this  or  that  source.  In  view  of  the  purpose  of  the 
Tribune  list,  there  may  be  a  slight  bias  in  the  direction  of  mini- 
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mizing  the  importance  of  protected  industries  as  sources  of  great 
fortunes.  But  the  work  appears  to  have  been  carefully  and  honestly 
done. 

In  the  World  Almanac  for  1902  there  is  also  a  list  of  millionaires, 
but  much  less  carefully  worked-up  with  reference  to  the  origin  of 
the  fortune.  Indeed,  the  single  word  given  to  the  description  of  each 
millionaire  appears  to  be  what  he  would  report  as  his  occupation, 
and  thus  the  knowledge  of  the  source  of  his  fortune  is  not  a  datum, 
but  only  a  generally  valid  inference.  Even  if  the  occupation  is 
rather  the  effect  than  the  cause  of  the  possession  of  a  large  fortune, 
by  inheritance  perhaps, — and  it  is  doubtless  to  some  degree  both 
effect  and  cause — the  affinity  between  the  occupation  and  the  pos- 
session of  riches  remains  of  much  significance. 

A  summary  of  the  relative  weight  of  the  sources  of  large  for- 
tunes, as  indicated  by  the  Tribune  list,  together  with  the  proportion 
of  males  occupied  in  corresponding  main  classes  of  occupations, 
follows : 

Males  in  gain- 
Tribune  list  ot  ful  occupations 
Am.  millionaires  in  1900 

Per  cent.  Per  cent. 

Per  cent,     for  Dis- 

No.      of  all    occpn.  No.  trbn. 

I.     Agriculture  and  grazing 84      2.1       2.4    7,787,539    41.4 

II.     Professional  service ys       i-8      2.1        632,646       3.3 

III.  Domestic  and  personal  ser- 

vice       24  0.6  0.7  2,553,161  13.6 

IV.  Trade  and  transportation. .  .1752  43.3  49.9  3,157,600  16.8 
V.     Manufacturing  and  mechan- 
ical pursuits 1140  28.1  32.5  3,972,132  21. 1 

VI.     Mineral  industries,  forests. .  436     10.8     12.4       718.012      3.8 
VII.     Various    sources    combined, 

or  source  not  stated 538     13.3      

Totals  4047  18,821,090 

(The  figures  for  occupations  are  from  the  12th  Census  Abstract, 
p.  24,  with  the  groups  slightly  rearranged  as  indicated  in  the  fol- 
lowing: 

I.  "Agricultural  pursuits,"  less  lumbermen  and  raftsmen  and 
wood-choppers  (to  VI).  II.  As  in  Census  figures — includes 
showmen  and  some  patents.  III.  As  in  Census — includes  hotel- 
keepers.  IV.  "Trade  and  transportation"  as  in  Census,  plus 
fishermen  and  oystermen.  V.  "Manufacturing  and  mechanical 
pursuits,"  less  iron  and  steel  workers,  oil-well  and  oil-works 
employees,  saw  and  planing  mill  employees,  marble  and  stone- 
cutters   (all   to   VI),    fishermen    and   oystermen    (to    IV),    and 
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miners  and  quarrymen  (to  VI).  VI.  As  taken  out  from  the 
above.  VII.  Relates  to  millionaires  but  not  to  Census  of  Occu- 
pations. Includes :  gift,  where  not  reducible  to  others,  real 
estate,  "capitalist"  not  further  defined  (especially  in  the  World 
list),  estates  undergoing  settlement,  etc.). 
In  detail  the  Tribune  list's  classification,  rearranged,  is  as  follows : 

I.  Total    84 

Cattle-raising  in  the  West  and  lands,  mainly 47 

Fine  stock-raising  and  fortunate  investments  in  lands 

and  securities  3 

Wool-growing  in  Ohio,  and  lands I 

Plantations,  farming,  and  land 15 

Cotton  raising  in  the  South 4 

Sugar  plantations  in  the  South 3 

Tobacco  growing  in  the  South,  and  lands 3 

Plantations  in  W.  Indies  and  S.  America,  mainly 6 

(One-half)  seeds  and  nursery  business,  mainly 2 

II.  Total    73 

Law  practice  and  investment  of  profits  in  real  estate 

and   securities    65 

Medical  practice  and  real  estate  investments I 

Royalties  on  patents 3 

Show  and  circus  business,  with  investment  of  profits  in 

real  estate,  securities,  etc 3 

Made  in  Tweed  Ring,  N.  Y.  City i 

III.  Total    24 

Hotel  and  restaurant  business  with  real  estate  invest- 
ments      24 

IV.  Total    1752 

Merchandizing  mainly,  with,  in  great  majority  of  cases, 

the  investment  of  profits  in  real  estate,  banks,  and 

securities  generally 986 

Banking  and  the  investment  of  profits  in  real  estate 

and  securities,   mainly 294 

Brokerage  business  and  stocks 56 

Insurance  business,  mainly 6 

Grain  elevator,  storage  warehouses,  and  wharf  business  17 
Railroads,    development,    consolidation    and    manage- 
ment of  186 

Telegraph  and  telephone  development 12 

Express  business;   pony  express,  mail  contracts   with 

other  business   20 

Steamboating  on  the  rivers  and  in  the  harbors 20 
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Deep  sea  shipping,  in  some  cases  combined  with  for- 
eign trade 75 

Whaling,  deep  sea  shipping  and  ocean  trade 4 

Coasting  and  lake  shipping,  mainly 31 

Other  mercantile  enterprises 8 

(One-half)  seeds  and  nursery  business,  mainly 2 

(One-half)   local  enterprises,  gas  works,  water-works, 

street  railroads,  ferries,  etc 35 

V.  Total    1 140 

Manufacturing  mainly,  but  in  many  cases  with  invest- 
ments in  real  estate,  banking,  etc 619 

Contracting  and  building  railroads,  streets  and  public 
and  private  works  generally;  asphalt  street  pave- 
ments      84 

Tanning  and  leather  business 49 

Distilling,  mainly   32 

Brewing  and  real  estate,  mainly;  malting 81 

Packing  and  provisions 34 

Sugar  refining,  mainly 29 

Flour  milling   16 

Publishing — news  and  story  papers ;  books  with  gen- 
eral printing  in  some  cases;  music;  lithographing...  58 

Shipbuilding  and  repairing 3 

Making  special  patented  and  proprietary  articles 93 

Other  manufacturing    7 

(One-half)  local  enterprises,  gas-works,  etc 35 

VI.  Total    436 

Coal,  iron,  zinc,  lead,  copper  or  quicksilver  mines 113 

Silver  and  gold  mines 73 

Oil  producing,  refining  and  transportation 72 

Smelting  and   refining   metals 6 

Marble  quarries,  but  with  other  investments 2 

Other  mining  2 

Saw  mills  and  lumber,  sometimes  with  other  invest- 
ments      138 

Pine  lands  and  sale  of  logs 19 

Dealing  in  timber  and  mineral  lands 11 

VII.  Total    538 

Real  estate,  advance  in  value  with  growth  of  popula- 
tion, and  improvement  of 468 

Loaning  money  and  real  estate 9 

Miscellaneous   investments    6 

By  inheritance  and  gift,  original  sources  of  the  fortune 
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unknown    34 

Origin  of  fortune  entirely  unknown 21 

Grand  total 4047 

The  most  striking  fact  in  the  table  is,  without  doubt,  how  very 
unproductive  is  the  soil  of  agriculture  for  the  growth  of  millionaires. 
One  hundred  years  ago  the  United  States  was  almost  exclusively  an 
agricultural  country.  In  the  last  generation  or  so  the  salient  facts 
in  the  economic  history  of  the  country  have  been  the  growth  of 
manufacturing,  transportation,  and  mining— and  of  millionaires.  But 
we  need  to  look  behind  the  face  of  the  returns  in  the  Tribune  list  of 
84  millionaires  for  agriculture  and  grazing.  Of  these  84  full  47  are 
not  representative  of  agriculture.  They  made  their  fortunes  by 
"cattle-raising  in  the  West,"  that  is,  by  exploiting  the  national 
domain.  The  other  "representatives"  of  the  American  farmer  in  the 
list  should  also  be  noted. 

It  is  significant  that,  of  the  7Z  men  primarily  engaged  in  profes- 
sional service,  or  so  classed,  65  are  lawyers,  presumably  corporation 
lawyers.  But  of  course  they  have  invested  in  real  estate  and  securi- 
ties, that  is,  have  been  speculators. 

In  the  World  list  the  millionaires  are  classed  as  follows : 

Males  in  gain- 
World  list  of  ful  occupations 
Am.  millionaires  in  igoo 

Percent.  Percent. 

Per  cent,     for  dis- 

No.      ot  all    occpn.         No.         tribution 

I.     Agriculture  and  grazing....     31       i-O      2.0    9,296,547    39-i 
II.     Professional  service  72      2.3       4-5        828,163       3-5 

III.  Domestic  and  personal  ser- 

vice         7  0-2  0.4  3,485,208  14.7 

IV.  Trade  and  transportation...  700  23.0  44.0  4,331,332  18.2 
V.     Manufacturing  and  mechan- 
ical pursuits 583  19-2  36.7  4,615,190  19.4 

VI.     Mineral  industries,  forests..   197      6.5     12.4     i, 197,765      5-i 
VII.     Occupation      not     classified 
(several  interests),  or  not 
stated 1455    47-8     

Totals  3045  23,754,205 

The  World's  list  in  some  detail  is  as  follows : 

I.  Total    3^ 

Farmer,  breeder,  planter ° 

Cattle,  live-stock  ^3 

II.  Total 72 

Lawyer  ^ 
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Physician   2 

Politician  or  government  official 6 

Author  I 

Inventor  i 

U.  S.  Senate 18 

III.  Total    7 

Hotel  or  restaurant  keeper 7 

IV.  Total  700 

Merchant   295 

Banker   271 

Broker    38 

Financier   28 

Insurance  Co 3 

Railroads  44. 

Street  railways 10 

Telegraph 3 

(One-half)  hardw^are  and  ice 8 

V.  Total 583 

Manufacturer  313 

Manufacturer,  iron  and  steel 50 

"               leather  33 

"               tobacco    25 

"               textiles 54 

Gas  Co 4 

Publisher  26 

Distiller    13 

Brewer  57 

( One-half)  hardware  and  ice 8 

VI.  Total  197 

Coal    30 

Mines  of  various  sorts 47 

Oil  producing  and  refining 28 

Lumber,  pine  lands 92 

VII.  Total    1455 

Capitalist   837 

Director  of  corporations 134 

Realty  148 

No  occupation  given 336 

Estate  undergoing  settlement 516 

Grand  total  excluding  "estates". 3045 

Grand  total  for  entire  list 3561 


88 1 ]  The  Growth  of  Large  Fortunes  H? 

One  of  the  significant  facts  that  stands  out  in  the  statement  of 
occupations  of  millionaires  in  this  list  is  the  prominence  of  abstract- 
property  interests  among  these  very  rich  men.  This  makes  it  less 
valuable  for  certain  purposes  than  the  former  list,  where  the  effort 
was  made  specifically  to  bring  the  origins  of  the  fortunes  into  connec- 
tion with  some  concrete  and  definite  line  of  production.  But  it  is  all 
the  more  significant  in  another  way.  The  "capitalist,"  in  business 
parlance  as  in  economic  theory,  is  no  longer  an  entrepreneur, 
whether  as  manufacturer  or  in  some  other  definite  line.  An  entre- 
preneur engaged  in  a  definite  line  of  production  would  doubtless  give 
that  as  his  occupation.  The  "capitalist"  is  presumably  interested  in 
various  corporations.  The  numerousness  of  "financiers"  and  of 
"directors  of  corporations"  is  of  like  significance.  The  banker  is  an 
earlier  result  of  the  same  process  of  differentiation,  and  also  rather 
a  curator  of  abstract  property  than  an  administrator  of  concrete 
productive  enterprise. 

It  is  to  be  noted,  in  both  lists,  how  often  "real  estate"  and  invest- 
ments help  to  account  for  the  origin  of  fortunes.  That  is,  specula- 
tion and  mere  commercial  shrewdness  have  played  their  part  in  most 
cases.  The  "unearned  increment"  is  much  more  susceptible  of  rapid 
agglomeration  than  earnings. 

Not  only  should  numbers  be  taken  account  of  in  the  above  figures, 
but  also  how  many  times  certain  men  are  millionaires.  Some  are  a 
hundred  times  that.  This  often  has  its  effect  in  making  several  heirs 
and  relatives  millionaires,  where  the  fortune  was  made  some  time 
ago,  but  is  still  given  only  a  small  part  of  the  weight  that  it  should 
have.  In  what  direction  allowance  for  this  factor  would  throw  the 
indication  of  the  comparisons  is  shown  by  the  mention  of  the  names 
of  some  of  our  multi-millionaires:  Rockefeller  (oil),  Carnegie 
(steel),  Astors  (urban  realty),  Vanderbilts  (railways),  Goulds  (rail- 
ways), and  so  on. 


CHAPTER  IV 

CERTAIN  PECULIARITIES  OF  ECONOMIC  HISTORY  AND  CON- 
DITIONS IN   THE  UNITED   STATES. 

§  I.     The  Background 

The  United  States  represents  nearly  all  the  distinc- 
tively modern  economic  tendencies  in  their  highest  degree. 
If  modern  tendencies  are  such  as  favor  the  growth  of 
large  fortunes,  v^e  should  expect  the  United  States  to  be 
more  fertile  in  the  production  of  these  than  any  other 
country.  This  is  fundamentally  what  accounts  for  the 
fact  that  the  United  States,  once  the  land  of  economic 
equality,  is  now  known  as  the  land  of  the  multimillionaire. 

Of  conditions  at  the  beginning  of  our  national  life  we 
could  scarcely  find  a  more  competent  observer  than  Ben- 
jamin Franklin.  He  says:  "Whoever  has  travelled 
through  the  various  parts  of  Europe  and  observed  how 
small  is  the  proportion  of  the  people  in  affluence  or  easy 
circumstances  there,  compared  with  those  in  poverty  and 
misery;  the  few  rich  and  haughty  landlords,  the  multi- 
tude of  poor,  abject,  and  rack'd  tenants,  and  the  half- 
paid  and  half -starved  ragged  laborers ;  and  views  here  the 
happy  mediocrity,  that  so  generally  prevails  throughout 
these  States,  where  the  cultivator  works  for  himself, 
and  supports  his  family  in  decent  plenty,  will,  methinks, 
see  abundant  reason  to  bless  Divine  Providence  for  the 
evident  and  great  difference  in  our  favour,  and  be  con- 
vinced that  no  nation  that  is  known  to  us  enjoys  a  greater 
share  of  human  felicity."^    Elsewhere  he  says  :   "Though 

^Franklin,  Writings,  Vol.  X,  p.  120  (1784). 
148  [882 
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there  are  in  that  country  [of  the  United  States]  few 
people  so  miserable  a:s  the  poor  of  Europe,  there  are 
also  very  few  that  in  Europe  would  be  called  rich:  it  is 
rather  a  general  happy  mediocrity  that  prevails.  There 
are  few  great  proprietors  of  the  soil,  and  few  tenants; 
most  people  cultivate  their  own  lands,  or  follow  some 
handicraft  or  merchandise;  very  few  [are]  rich  enough 
to  live  idly  upon  their  rents  or  incomes ;  or  to  pay  the  high 
prices  given  in  Europe  for  Paintings,  Statues,  Archi- 
tecture and  other  works  of  Art,  that  are  more  curious 
than  useful". 2  This  last  touch  is  not  the  least  significant 
point  in  the  quotation. 

For  ante-bellum  conditions  let  De  Tocqueville  be  our 
reporter.  In  several  places  his  remarks  show  how  much 
impressed  he  was  with  the  general  equality  of  conditions 
prevailing  among  the  people.  "Men  are  there  seen  on  a 
greater  equality  in  point  of  fortune  and  intellect,  or,  in 
other  words,  more  equal  in  their  strength  than  in  any 
other  country  of  the  world,  or  in  any  age  of  which 
history  has  preserved  the  remembrance.  "^  "The  number 
of  large  fortunes  [in  the  United  States]  is  small,  and 
capital  is  still  scarce."'* 

The  following  is  from  a  contemporary  of  ours:  "Sixty 
years  ago  there  were  no  great  fortunes  in  America,  few 
large  fortunes,  and  no  poverty.  Now  there  is  some 
poverty  (though  only  in  a  few  places  can  it  be  called 
pauperism),  many  large  fortunes,  and  a  greater  number 
of  gigantic  fortunes  than  in  any  other  country  of  the 
world."^  Continuing,  Mr.  Bryce  says:  "The  number  of 
these  [large  fortunes]  seems  likely  to  go  on  increasing, 
for  they  are  due  not  merely  to  the  sudden  development  of 

""Ibid.,  vol.  VIII,  p.  604. 

*  I,  p.  67. 

*II,  p.  191. 

"Bryce,  Am.  Com.,  II,  p.  745. 
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the  West,  with  the  chances  of  making  vast  sums  by  land 
speculation  or  in  railway  construction,  but  to  the  field  for 
doing  business  on  a  great  scale,  which  the  size  of  the 
country  presents".  And  :^  "While  many  great  fortunes 
will  continue  to  be  made,  they  will  be  less  easily  and 
quickly  spent  than  in  Europe,  and  one  may  surmise  that 
the  quality  of  material  conditions,  almost  universal  in  the 
last  [i8th]  century,  still  general  sixty  years  ago,  will 
more  and  more  diminish  by  the  growth  of  a  very  rich  class 
at  one  end  of  the  line,  and  of  a  very  poor  class  at  the  other 
end  of  the  line". 

A  review  of  certain  peculiarities  of  conditions  in  the 
United  States  will  round  out  the  argument  that  explains 
how  this  great  change  has  come  about.  Europe  has  a 
historic  past  favorable  to  economic  inequality,  and  still 
mainly  determining  its  land  ownership,  while  for  the 
United  States  the  contrary  is  true.  The  contrast  with  our 
past  may  account  in  part  for  the  extent  of  our  reputa- 
tion as  a  producer  of  millionaires. 

§  2.     Development  of  Great  Economic  Possibilities. 

The  rapidity  and  magnitude  of  the  development  of 
natural  resources  in  the  United  States  are  unexampled. 
This  fact  is  most  striking  as  exhibited  in  our  mineral 
industries,  whose  part  in  our  large  fortunes  is  very  great. 
Grants  from  the  public  domain  under  the  Homestead  Act 
have  had  an  opposite  tendency.  But  the  middle  class  of 
farmers  cannot  always  be  recruited  from  this  source. '^ 
And  the  public  domains,  also,  figure  largely  in  the  pro- 
duction of  millionaires — not  without  the  taint  of  timber 
and  cattle  frauds.     Pertinent  also  is  the  fact  that  grants 


^  Ibid.,  p.  746. 

'  "The  eldest  son  generally  takes  the  land,  and  the  others  go  and 
seek  their  fortune  in  their  desert."    De  Toqueville,  I,  375. 
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of  public  lands  to  railroads  have  exceeded  the  amount 
acquired  by  individuals  under  the  Homestead  Act.^ 

Despite  expansion  over  the  prairie,  there  has  been  a 
continued  shifting  of  the  American  population  cityward, 
where  property  is  less  equally  distributed.  This  is  by  no 
means  peculiar  to  the  United  States,  but  it  is  a  great 
change  from  the  past,^  and  a  part  of  the  process  of  mak- 
ing us  modern  and  assimilating  our  condition  to  that  of 
Europe.  The  United  States  is  losing  its  character  as  an 
agricultural  country.  But  in  the  great  cities  develops  the 
contrast,  and  the  conflict,  of  plutocracy  and  proletariat. ^° 
In  the  Middle  Ages  the  city  developed  the  middle  class 
of  handicraftsmen  and  merchants,  counter  to  feudalism. 
But  now  the  conditions  of  production  favor  a  country 
middle  class. 

Monopolistic  possibilities  in  scarce  natural  factors,  such 
as  oil,  anthracite,  and  iron,  have  been  a  basis  of  great 
accumulations  in  the  United  States.  Such  possibilities 
have  not  been  equalled  in  other  countries.  The  occupa- 
tion of  partial  monopolies  in  transportation,  such  as 
steam  and  electric  roads,  the  telegraph  and  telephone,  has 
been  left  to  private  individuals  in  this  country  to  a  degree 
that  does  not  hold  for  any  other.     England,  though  also 


*  Statistics  to  be  found  in  the  Rpt.  of  the  Public  Lands  Commis- 
sion, p.  361,  Senate  Doc.  No.  189,  58th  Cong.,  3rd  Session. 

•"Consider  the  great  proportion  of  industrious  frugal  farmers 
inhabiting  the  interior  part  of  these  American  States,  and  of  whom 
the  body  of  our  nation  consists;  and  judge,  whether  it  is  probable 
the  luxury  of  our  seaports  can  be  sufficient  to  ruin  such  a  country." 
(Franklin,  Writings,  X,  p.  121.)  "For  one  artisan  or  merchant,  I 
suppose  we  have  at  least  one  hundred  farmers."     (Same,  p.  ii7-)_ 

"  "I  look  upon  the  size  of  certain  American  cities,  and  especially 
on  the  nature  of  their  population,  as  a  real  danger  which  threatens 
the  future  security  of  the  democratic  republics  of  the  New  World ; 
and  I  venture  to  predict  that  they  will  perish  from  this  circumstance 
unless,"  etc.     De  Toqueville,  I,  370. 
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a  comparatively  laissez  faire  country,  owns  her  telegraph 
system,  and  her  municipalities,  most  of  them,  own  street- 
railways  and  other  public-service  plants.  Some  measure 
of  the  possibilities  of  capitalization  of  such  opportunities 
is  furnished  by  American  railway  and  public-service  cor- 
porations. Railroads,  by  their  discriminations,  have  also 
been  able  to  confer  monopolistic  advantages  on  favored 
shippers. 

Nowhere  has  industrialization  and  the  development  of 
large-scale  production  proceeded  at  a  more  rapid  rate 
than  in  the  United  States.  The  growth  of  manufac- 
tures— as  we  to-day  understand  the  term,  that  is,  not 
hand-trades^^ — in  the  United  States  has  been  entirely  a 
development  of  the  last  century,  and  chiefly  of  the  period 
since  the  Civil  War.  Our  tariff  policy  has  aided  this 
development  of  manufactures  and  therefore  has  pro- 
moted the  production  of  millionaires.  In  the  case  of 
some  protected  articles  the  personal  effect  of  the  policy 
has  probably  been  altogether  too  direct.  ^^  The  develop- 
ment of  the  "trust"  in  America  as  nowhere  else  is  symp- 
tomatic of  the  general  character  of  tendencies  in  produc- 
tion here  towards  a  greater  centralization  than  elsewhere, 
which  affects  not  only  the  size  of  the  business  unit  but 
also  the  size  of  fortunes.  There  is  probably  a  consider- 
ably greater  development  of  business  corporations  in  the 
United  States  than  in  France  or  Germany,  though  per- 
haps not  more  than  in  England. 

The  rapidity  and  magnitude  of  our  development  of 
natural  resources  and  of  industrial  possibilities  have  pre- 
pared a  fertile  field  for  speculation,  pure  or  mixed,  in  real 
estate,  raw  materials,  and  stocks. 


^^  In  Hamilton's  Report  on  Manufactures,  household  and  family 
or  farm  manufactures  are  much  in  evidence  "besides  regular  trades." 
Cf.  Works,  vol.  Ill,  p.  349. 

"  Taussig,  Tariff  History,  esp.  the  ch.  beginning  at  p.  194. 
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§  3.     Socio-Econoinic  Characteristics  of  Americans. 

There  are  certain  combined  social  and  economic  pecu- 
liarities of  the  American  people  which  cannot  be  left  out 
of  account  in  considering  the  causes  of  large  fortunes. 

The  American  people  are  probably  less  inclined  to 
make  sacrifices  in  order  to  accumulate  property,  or  even 
a  reserve  for  sickness  or  age,  than  people  of  other  nations. 
The  American  is  not  frugal.  He  has  not  known  poverty 
well  enough  to  make  him  so.  The  very  self-reliance  of 
the  American  workman,  and  the  high  wages  that  have 
been  largely  the  cause  of  that  self-reliance,  make  him 
attach  less  importance  to  income  from  property.  It  is 
not  so  much  needed  to  supplement  income  from  labor  and 
is  not  considered  so  much  better.  The  prestige  of  income 
from  property  is  less  felt  here  and  there  is  more  respect 
for  labor  than  in  Europe. 

As  a  result  of  their  greater  welfare,  American  con- 
sumers are  comparatively  inattentive  to  small  gains  and 
to  slight  differences  in  prices.  The  waste  of  the  Amer- 
ican household,  as  compared  with  the  French,  is  a  stock 
illustration  of  this  difference.  The  American  tolerance 
of  indirect  taxation — a  point  about  v/hich  foreign  gov- 
ernments envy  ours — is  perhaps  chiefly  due  to  this  same 
cause.  The  customary  American  "nickel"  basis  for  street- 
car fares  is  partly  due  to  our  system  of  coins — as  com- 
pared with  the  typical  lo-pfennig  fare  of  Germany — but 
it  is  also  due  to  the  American  tolerance  of  a  compara- 
tively heavy  charge  for  a  necessary  daily  service.  Thus  is 
promoted  the  increase  of  franchise  values  and  of  riches. 
Consumption  does  not  fall  off  so  markedly  in  America 
as  a  result  of  a  slight  advance  in  price,  say  of  oil  or  beef. 
Large-scale  production,  requiring  demand  on  a  corre- 
sponding scale,  can  be  extended  to  articles  of  luxury  in 
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America  to  a  degree  not  possible  with  less  prosperous 
peoples. 

By  selective  dissociation  through  migration  and  by  the 
stimulus  of  a  favoring  environment,  the  Americans  are, 
as  a  people,  "pushing"  and  energetic.  The  most  that  is 
in  a  man  is  likely  to  be  brought  out.  But  the  dead  level 
remains  the  same.  In  some  there  is  nothing  to  bring  out. 
American  push  and  energy,  therefore,  when  directed  to 
economic  acquisition,  must  inevitably  emphasize  inequal- 
ity of  possessions. 

Work  is  by  comparison  the  tradition  and  habit  of  all 
in  America. ^^  When  a  scion  of  one  of  our  multi-million- 
aire families  recently  reported  "gentleman"  as  his  occu- 
pation, the  thing  was  commented  on  as  new  and  inter- 
esting. The  businesslike  traits  of  the  American  are  due 
very  largely  to  the  character  of  the  example  set  by 
our  "leading  men".  Family  pride  in  a  non-working, 
non-functional  ancestry  has  not  yet  grown  up  among  us, 
though  the  seed  is  germinating. 

Riches  are  the  only  form  of  secure  power  in  the  United 
States.     Though  this  is  a  social,  rather  than  a  primarily 


^'  Birth  "is  a  commodity  that  cannot  be  carried  to  a  worse  market 
than  that  of  America,  where  people  do  not  inquire  concerning  a 
stranger,  What  is  he?  but,  What  can  he  do?"  (Franklin,  VIII, 
p.  606).  "There  are  no  descriptions  of  men  in  America  and 
very  few  individuals,  at  the  active  times  of  life  who  live  without 
some  pursuit  of  business,  profession,  occupation,  or  trade.  All  tlic 
citizens  are  in  active  habits."  (Tench  Coxe,  View  of  the  United 
States,  p.  441.)  "Amongst  a  democratic  people  .  .  .  the  notion 
of  labor  is  presented  to  the  mind,  on  every  side  as  the  necessary, 
natural,  and  honest  condition  of  human  existence.  ...  In  the 
United  States,  a  wealthy  man  would  think  himself  in  bad  repute  if 
he  employed  his  life  solely  in  living.  It  is  for  the  purpose  of  escaping 
this  obligation  to  work,  that  so  many  rich  Americans  come  to 
Europe,  where  they  find  some  scattered  remains  of  aristocratic 
society,  amongst  whom  idleness  is  still  held  in  honor."  (De  Toque- 
ville,  II,  184.) 
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economic  cause,  it  is  too  important  to  omit  mentioning. 
It  is  often  remarked  that  in  America  riches  are  the  great 
road  of  ambition,  if  not  the  only  road.  This  is  partly  a 
result  of  the  thorough  modernness  of  America. -^^  And 
many  of  the  rich  appear  to  find  no  better  way  to  spend 
their  time  than  in  further  accumulation.  The  public  ser- 
vice is  not  automatically  opened  to  the  rich,^^  as  to  the 
leisure  class  of  England.  We  have  been  busy  developing 
our  natural  resources  and  have  left  politics  to  less  able 
men.^^  For  literature  and  art  our  rich  are  little  qualified, 
certainly  not  in  the  first  generation. 

Selective  dissociation  of  the  money-getters  from  the 
masses  has  been  greatly  facilitated  by  high  wages  and 
much  free  income,  that  is,  income  above  necessaries,  from 
which  the  savings  for  a  start  on  the  road  to  riches  can  be 
made.  "Poor  boys"  are  perhaps  more  numerous  among 
those  who  have  become  millionaires  than  among  our 
Presidents,  and  are  only  less  often  used  as  "shining  ex- 
amples". But  the  pioneer  period  is  past.  In  the  future, 
growth  from  nothing  will  in  every  respect  be  less  easy. 
It  will  be  relatively  as  well  as  absolutely  more  difficult, 
because  of  the  weight  of  riches  already  accumulated.  As 
with  our  public  lands,  so  in  the  field  of  investment,  what 
is  of  most  worth  is  already  occupied.  And  previous 
accumulation  itself  is  a  factor,  not  operative  under  the 
Homestead  Act,  which  promotes  inequality  in  the  latter 
field. 

Many  of  our  rich  are  "in  the  make"  still,  though  the 
output  already  has  not  been  small.     The  making  process 


"With  money  economy  and  modern  conditions  "the  desire  for 
wealth,  as  the  means  of  gratifying  the  desire  of  social  distinction  and 
all  else,  became  a  much  more  important  factor  in  economic  affairs 
than  it  had  been  before."     (Cunningham,  I,  465.) 

"Is  the  United  States  Senate  an  exception? 

"  Cf.  H.  C.  Adams,  The  State  in  Relation  to  Industry,  p.  71. 
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is  the  greater  present  danger  to  our  social  and  political 
system.  But  the  result  of  the  process  also,  that  is,  high 
degree  of  concentration  of  ownership  as  an  accomplished 
fact,  is  believed  by  many  to  be  not  consistent  with  our 
historic  social  and  political  institutions. 

It  is  possible  that  our  development  may  not  continue 
in  the  same  direction.  The  evolution  of  capital  and  of 
abstract  property  may  ultimately  cure  that  high  degree 
of  economic  inequality  of  which  it  has  so  far  been  the 
^reat  cause. 


CHAPTER  V. 


SUMMARY  AND  CONCLUSION. 


In  conclusion  let  us  restate  the  general  facts  involved 
in  the  foregoing  argument. 

Large  fortunes  or  riches  are  a  social  phenomenon  not 
personally  but  impersonally  and  economically  caused.  The 
great  fortunes  of  to-day,  as  compared  with  the  fortunes 
of  previous  times,  are  different  in  character  as  being  not 
due  to  political  causes.  They  are,  moreover,  not  to  be 
explained  by  the  great  ability  of  their  possessors.  Human 
nature  is  not  different  from  what  it  used  to  be.  Inequali- 
ties of  ability  are  not  greater.  But  the  economic  world 
is  different.  If  a  due  proportion  can  be  said  to  obtain 
between  ability  and  economic  situation,  economic  ability 
has  never  before  come  to  its  own,  or  else  it  is  now  getting 
much  more  than  its  share  of  material  success.^ 

The  great  general  cause  of  larger  fortunes,  that  is,  the 
circumstance  of  to-day  which  is  different  from  that  of 
fifty  or  one  hundred  years  ago,  is  a  difference  in  the 
amounts  and  forms  of  wealth,  of  ownership,  and  of 
income.  This  is  the  inclusive  aspect  of  the  various  spe- 
cific causes,  which,  though  with  no  claim  to  completeness, 
we  have  attempted  tentatively  to  enumerate  and  analyze. 

*  "It  is  these  unequal  faculties  which  give  us  unequal  fortunes,  and 
so  long  as  they  exist  the  inequality  of  conditions  resulting  must  lead 
to  unequal  surroundings."  (Wright,  Atlantic  Mo.,  vol.  80,  p.  308a.) 
This  is  perfectly  true.  But  it  does  not  touch  the  question  as  to  the 
justifiable  degree  and  proportion  of  inequality.  Professors  Laughlin 
(Atl.  Mo.,  vol.  96,  esp.  pp.  42b  and  46b)  and  Sumner  {Independent) 
have  expressed  themselves  similarly  to  Pres.  Wright. 
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Since  the  Industrial  Revolution  there  has  been  an  enor- 
mous increase  of  productive  wealth^ — an  increase  still  pro- 
ceeding at  an  accelerating  rate.  The  rich  under  barbarous 
and  oriental  conditions  are  rich  in  consumers'  goods. 
The  feudal  rich  possess  the  revenues  of  political  power. 
The  modern  rich  are  such  because  of  the  dominance  of 
capital  in  production  and  distribution.  The  great  pre- 
condition to  the  growth  of  modern  great  fortunes  has 
been  this  growth  of  productive  wealth. 

Not  merely  in  the  amount  of  productive  wealth,  but 
also  in  the  nature  of  productive  instruments,  the  rich  have 
been  favored  by  technical  and  other  developments  of  the 
last  century.  Large-scale  production  has  become  more 
and  more  dominant  in  all  fields  except  agriculture.  In 
order  to  be  an  entrepreneur  on  his  own  account  under 
such  conditions,  a  man  must  be  or  become  rich.  Or,  there 
has  been  the  alternative  that  the  enterprises  be  owned  by 
great  corporations  dominated  by,  and  managed  for  the 
benefit  of,  the  few  who  are  financiers  or  capitalists.  The 
development  of  urban  realty  and  of  mines  has  been  as 
unprecedented  as  has  been  the  growth  of  manufactures 
and  commerce  in  the  large.  Such  economic  changes  of 
the  last  generation  or  two  have  overshadowed  all  things. 

A  remarkable  evolution  of  forms  of  ownership  has 
accompanied  the  growth  of  capital.  The  organization  of 
investment  has  reached  such  a  stage  of  differentiation 
that  it  is  possible  to  meet  the  demands  of  those  who  want 
secure  income  without  the  responsibility  of  administering 
productive  wealth.  The  appetite  is  of  course  large.  The 
corporate,  or  stock-and-bond,  form  of  organization  is 
adapted  to  the  needs  of  such  investors.  Paper  property 
has  the  relation  to  large  fortunes  that  the  stock-organiza- 
tion has  to  large-scale  production.  Intrinsic  hindrances 
to  agglomeration  of  capital  and  also  of  riches  are  thus 
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removed.  Undertaking  ability  is  overshadowed  in  both 
the  productive-economic  and  the  private-economic  spheres. 
If  there  had  been  no  corporate  securities,  doubtless  in- 
equality would  have  found  other  food,  but  probably  not 
anything  upon  wdiich  it  could  have  so  flourished. 

Natural  inequalities  have,  by  the  growth  of  capital. 
been  raised  to  a  higher  power.  If  the  abilities  of  two  men 
are  as  i  to  2,  the  economic  inequality  may  be  as  i  to  4,  or 
as  I  to  16.  The  several  inequalities,  of  ability  and  means, 
are  bound  to  reinforce  each  other,  with  the  result  of  in- 
creasing the  degree  of  inequality,  unless  there  is  a  ten- 
dency for  one  advantage  to  involve  the  absence  of  the 
other,  or  unless  there  is  some  natural  check  upon  concen- 
tration. But  the  obstacles  to  concentration  have  been 
removed — in  the  first  place  by  the  provision  of  more  and 
more  material  for  fortunes,  also  by  making  it  possible 
to  concentrate  riches  without  increasing  the  involved  care, 
and  finally  by  securing  to  the  possessor  what  is  already 
accumulated,  regardless  of  care  or  capacity.  Keeping 
riches  once  gained  is  easier  than  ever  before.  If  there  is 
any  correlation  of  ability  and  energy  with  initial  means, 
reinforcement  of  inequality  results.  In  cases  where  there 
is  not  this  correlation,  the  rich  by  inheritance  nevertheless 
have  a  position  which  they  can  lose  only  by  a  destructive 
tendency  amounting  almost  to  madness.  There  is  a  cumu- 
lation of  effects  in  the  direction  of  economic  inequality. 

The  age  is  highly  dynamic.  New  technical  develop- 
ments and  new  economic  institutions  are  ever  in  process. 
Place-  and  time-values  have  never  before  counted  for  so 
much.  Under  such  circumstances,  the  rewards  of  the 
inventive,  the  persuasive,  and  the  venturesome,  are  great 
indeed.  Now  is  the  harvest  time  of  the  business  man, 
the  promoter,  and  the  speculator.  Natural  resources  are 
being  developed  as  never  before.    Real  estate  values,  with 
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intervals  of  reaction,  are  being  multiplied  by  the  growth 
of  population.  Prices  of  staple  products  fluctuate  in  re- 
sponse to  conditions  of  world-wide  range.  Stocks  are  the 
sensitive  spot  where  focus  all  the  influences  affecting 
credit  and  investments.  All  these  contribute  to  value- 
increase  and  incremental  income. 

The  development  of  abstract  property,  the  dominance 
of  large-scale  production,  and  the  multiplication  of  op- 
portunities for  gain  from  value-increase — these  three 
phenomena  which  we  have  sought  to  trace  in  their  various 
phases  with  regard  to  their  influence  on  the  acquisition 
and  distribution  of  property  —  are  all  characteristic 
and  distinctive  traits  of  modern  economic  society.  The 
growth  of  great  fortunes,  though  not  inextricably  bound 
up  with  the  permanent  elements  of  this  situation,  is  a 
natural  result,  or  even  but  another  aspect,  of  these  modern 
tendencies. 

One  of  the  remarkable  phenomena  of  the  last  century 
has  been  the  growth  of  cities.  This  concentration  of 
population  presents  a  certain  analogy  with  the  concentra- 
tion of  property.  The  motives,  which  are  respectively 
gregariousness  and  ambition,  have  always  been  there. 
Economic  obstacles  to  obtaining  sustenance  prevented 
such  concentration  of  population  till  the  nineteenth  cen- 
tury. The  necessity  of  administrative  activity  for  the 
receipt  of  income  from  wealth  has  hindered  the  concen- 
tration of  property.  Great  fortunes  and  great  cities  have 
grown  contemporaneously  because  of  the  increase  of 
man's  economic  power.  But  economic  improvements  have 
also  made  possible  or  probable  a  swing  the  other  way. 
Men  now  talk  of  the  urbanization  of  the  country  and  of 
giving  to  it  equal  attractiveness  with  the  city.  The  dif- 
fusion of  income  from  property  among  the  majority,  also, 
is  now  not  less  a  practicable  ideal,  but  more  so,  on  account 
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of  the  evolution  of  modern  methods  and  institutions  of 
investment. 

The  notion  that  "the  rich  are  growing  richer,  and  the 
poor  poorer"  raises  questions  different  from  that  w^hich 
w^e  have  been  examining.  The  poor  are  without  doubt 
better  off  than  they  ever  were  before.  So  far  as  the 
latter  half  of  the  proposition  quoted  would  deny  this,  it 
is  false. ^  The  study  of  existing  conditions  and  tendencies 
in  the  material,  as  opposed  to  the  human,  factor  in  pro- 
duction, deals  with  a  different  question  from  that  as  to  the 
adequacy  and  the  tendency  of  the  income  of  the  "laboring" 
classes.  Only  the  former  question  is  related  to  the 
growth  of  large  fortunes.  The  tendency  to  a  rise  in 
wages  is  one  thing.  The  tendency  to  concentration  in 
the  receipt  of  income  from  the  other  agency  contributing 
to  production  is  another  thing. 

Is  the  present  situation  such  that  a  larger  and  larger 
proportion  of  men  are  becoming  dependent  exclusively 
on  labor  for  their  livelihood?  The  growth  of  large-scale 
production  and  of  the  wage-system  makes  it  probable  that 
such  has  been  the  tendency  since  the  Industrial  Revolu- 
tion. But  there  are  important  counteracting  forces  now 
at  work.  Is  there  undergoing,  on  the  other  hand,  as 
regards  those  who  possess  more  or  less  of  the  other 
source  of  income,  that  is,  property,  a  process  of  concen- 
tration into  the  hands  of  a  few,  and  are  sharper  contrasts 
developing  ?  Or  is  the  tendency  one  towards  quantitative 
uniformity?     With  reference  to  the  absolute  number  of 


^  Pres.  Wright's  discriminating  statement  is :  "To  the  investigator 
the  real  statement  should  be,  The  rich  are  growing  richer,  many- 
more  people  than  formerly  are  growing  rich,  and  the  poor  are  grow- 
ing better  off."  {Atlantic  Mo.,  vol.  80,  p.  301b.)  He  further  says: 
"It  is  not  proposed  here  to  discuss  whether  the  poor  get  their  relative 
proportion  of  the  increased  aggregate  wealth.  Emphatically  they  do 
not"  (p.  302b). 
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large  fortunes,  if  the  stuff  of  which  riches  are  made  is 
increasing,  of  course  it  would  be  only  normal  for  the 
number  of  rich  men  to  increase.  But  it  is  easy  to  see 
how  recent  economic  evolution  has  probably  favored  an 
increase  in  the  proportion,  not  only  of  the  absolutely 
large,  but  also  of  the  relatively  large  fortunes. 

There  is  the  bright  side,  too.  Middle  and  lower  class 
possibilities  as  regards  income  are,  on  account  of  the 
growth  of  the  professional  and  salaried  class,  not  less 
good  now,  but  better  than  they  used  to  be.  Even  as 
regards  propertied  income  the  tendency  is  probably  now 
becoming  more  favorable  to  the  middle  and  lower  classes. 
The  escape  from  the  proletariat  may  be  less  possible  in 
the  United  States  than  it  used  to  be,  but  for  the  world  as 
a  whole  the  possibility  is  greater. 

This  is  a  treatise  of  causes.  Of  the  consequences  of 
concentration  of  property,  and  of  its  remedies,  we  have 
here  nothing  to  say.  The  ultimate  judgment  of  society 
upon  great  incomes  from  property  should  be  from  the 
side  of  the  use  made  of  them.  The  best  known  of  our 
American  millionaires  have  practiced  the  precepts  of  a 
Gospel  of  Wealth  in  a  way  to  prove  that  the  moral 
limitations  largely  accountable  for  the  great  success  of 
some  of  them  in  business  are  not  so  fundamental  as  to 
involve  the  absence  of  public-spiritedness  in  those  most 
called  upon  to  exercise  it.  We  believe,  however,  that 
the  social,  including  both  the  moral  and  political,  influ- 
ence of  so  high  a  degree  of  concentration  of  riches  as 
the  present  is,  on  the  whole,  evil.  Some  inequality  is 
inevitable  and  also  highly  desirable.  But  inequality  of 
natural  endowment  will,  under  any  probable  circum- 
stances, insure  all  the  economic  inequality  that  is  needed. 
And  the  inequalities  in  men  to  which  inequality  of  prop- 
erty should  correspond  are  not  of  mere  capacity  to  ac- 
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quire  wealth,  but  of  capacity  to  use  it  well.  We  have 
too  much  concentration  of  riches.  It  threatens  that 
equality  of  opportunity,  and  that  spirit  of  individuality 
and  self-reliance,  which  are  essential  to  democracy. 

A  class  enjoying  great  incomes  without  labor  is  perhaps 
socially  rather  more  dangerous  than  one  administering 
productive  wealth.  But  the  more  urgent  present  problem 
in  the  economics  and  politics  of  our  country  is  how  to 
curb  the  unbridled  power  of  the  active  rich  and  their 
corporations.  It  is  also  true,  however,  that  in  magnitude 
and  in  number  modern  large  fortunes  are  a  new  and 
fateful  development  which,  by  reason  of  their  magnitude, 
may  come  to  need  direct  attention  from  the  constituted 
agent  of  society. 
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